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TO GET UP TO 


‘SOTRADE-IN 


ALLOWANCE ON 
OLD COFFEE MAKERS 


Boost your load quickly. Make an intensive 
drive while this offer lasts. 


A REAL LOAD BUILDER 


Each sale means real load. The automatic, 
thermostatically controlled water heater is 
rated at 1650 watts. The combination ele- 
ments are rated at 1000 watts for brewing 
and I15 watts for storage during off peak 
periods. 





These models feature stainless steel bodies 
and tank, the inside of which is tinned copper 

. chrome plated brass tops, cups and fit- 
tings . . . Pyrex brand glass, guaranteed 
against heat breakage. Prices range from 
$17.45 to $228.45. 


Up to $35. allowed on this model 


| For other promotion 
| IDEAS 


Whether you merchandise or not, 
Silex has a plan to increase your 
load. rite for it today. 
THE SILEX COMPANY Dept. P 
Hartford, Conn. 
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eo GUND 


A NEW WAY TO REDUCE 
TRUCK TIRE COSTS— 


How much would you save 
if you cut your tire bill 10%? 
In many cases the Goodrich 
man has been able to do better 
than that for utility operators. 
How? By means of a new 
nethod of tire selection and a 
y tire that is Triple Pro- 
fected against sidewall fail- 
First, tire selection. En- 
fineers estimate that almost 
pvery other truck has the 
ong tires for 100% service. 
podrich has developed a de- 
called “The Truck Tire 
culator” for 14-ton trucks. 
This Calculator not only tells 


he exact size and type of tire 
hat will give the best service, 
put also indicates the probable 
ife of tire equipment, present 


tire costs and what tire costs 
should be. 

This device alone has saved 
thousands of dollars for truck 
owners. 

Second, a new tire inven- 
tion. The new Goodrich Sil- 
vertown is Triple Protected 
against sidewall breaks and 
blow-outs. Statistics show 
that 80% of premature fail- 
ures occur in the sidewalls— 
the “Failure Zone.” A new 
Goodrich invention is designed 
to overcome these failures be- 
fore they start! 


Here’s how it works: 


1, PLYFLEX—distributes 
stresses throughout the 
tire—prevents ply sepa- 
ration — checks local 
weakness. 


. PLY-LOCK — protects 
the tire from breaks 
caused by short plies 
tearing loose above the 


bead. 


-» 100% FULL-FLOAT- 
ING CORD — elimi- 
nates cross cords from 
all plies—reduces heat 
in the tire 12%. 


Write, wire or’ phone 
Department T-124 


* The B. F. Goodrich Company, Akron, Ohio «* 


The right tire for the load 
plus the advantages of Triple 
Protection will save you plenty 
of money. Why not ask the 
man in your organization who 
is responsible for tires to talk 
to the Goodrich dealer? 


Or if you will write direct, 
we will send you free, without 
obligation, the new Truck 
Tire Calculator and Practical 
Guide for Tire Combinations. 
This is part of the service we 
render free to users and pros- 
pective users of Goodrich 
Triple Protected Silvertowns. 
Just ask your secretary to 
write your name and address 
in the margin, tear off and 
mail. 
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Bennett 


OILOSTATIC 


(Reg. U. S. Pat. Off.) 





TRANSMISSION SYSTEM 





ILOSTATIC is not offered as a gen- 
O eral substitute for the usual type 
of conduit construction in which distri- 
bution and transmission circuits are car- 
ried beneath busy city streets. Rather, it 
is offered as a reliable; rugged and flex- 
ible underground cable construction 

apable of effecting large savings in 
appropriate applications. 


n open country and for many routes 
approaching heavy load centers it can 
often compete with overhead line con- 
struction. It is particularly applicable 
where overhead construction would in- 
olve high right-of-way costs and where 
here are physical conditions adverse to 
owers or pole lines. 


DILOSTATIC will solve perplexing 
problems that may arise in connection 


ON, 
we 


THE OKONITE COMPANY 
PASSAIC, NEW JERSEY 





with electrification projects, tunnels, 
bridges, railroad embankments, high- 
ways, airports, parks and golf courses; 
or in crossing swamps, rivers, lakes and 
bays. 


Distinctive features of OILOSTATIC: 
NO DUCTS. NO LEAD SHEATH. NO 
VOIDS IN THE INSULATION. 
HIGHER DIELECTRIC STRENGTH. 
GREATER INSULATION STABILITY. 
HIGH CURRENT CARRYING CAPAC- 
ITY. NO PRACTICAL VOLTAGE 
LIMITS. 


Two OILOSTATIC installations, one at 


132 kv. and one at 66 kv. are already in 
successful operation. 


Our engineering services are always 
available. Inquiries on specific projects 
are invited. 





THE OKONITE-CALLENDER CABLE COMPANY, INC. 
PATERSON, NEW JERSEY 
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a Sing we wonder if William Green and 
John L. Lewis are ever disturbed with 
visions of the organized labor movement get- 
ting too big and unwieldy for its own good. 
So far both the AFL boss and his CIO rival 
have given the general impression that they 
are chiefly concerned right now with signing 
up as many dues-paying members as quickly 
as possible and then moving on through the 
inevitable steps of bargaining for recognition, 
closed shop, wages-and-hours negotiations, 
and, possibly, for that apple of the union lead- 
er’s eye—the check-off. 


RECENT widespread discussion of the labor 
movement in this country, however, has made 
a number of folks wonder what the union 
chieftains aim to do when the demands of their 
followers run smack dab into the interest of 
the consuming public as they have in France, 
for example. Whether the unions succeed in 
organizing all industry and commerce or only 
part of it, sooner or later, it would seem, this 
conflict of interest is bound to come out into 
the open. 


IF all business is organized by unions, ob- 
viously the advantages of wage increases will 
be about cancelled by the increase in the cost 
of living which the workers have to pay. Natu- 
rally, the butcher, baker, etc., will add on the 
extra cost of extra wages for their help to 
the retail price. Professional men and farmers 


FERGUS J. MC DIARMID 


What do insurance company investors really 
think of the public ownership situation? 


(See Pace 451) 
OCT. 14, 1937 


CARLISLE BARGERON 


Should the hand that pulls the power switch 
get agood slap? 


(SEE Pace 464) 


will undoubtedly increase their price for serv- 
ice to the workers as their own cost of living 
rises. So what? Wouldn’t that be something 
like playing every number on a roulette wheel 
and then banking the game to boot? Who 
could win? If the unionization is only partial, 
the economic dislocation would seem even 
more inequitable. The products of union labor 
would have to compete in the market with the 
products of nonunion labor ; and a complicated 
system of regional tariff protection, perhaps 
under the disguise of Federal wages-and- 
hours legislation, would probably be required 
to restore commercial equality. 


TuIs inevitable Conflict between consumer 
interest and union organization is brought to 
our mind especially in. connection with utility 
service. Several weeks ago in the District of 
Columbia, the city’s utilities commission was 
going over a proposed rate reduction with a 
local utility company. During the confab, who 
should appear in person but a representative 
from the CIO who asked that the proposed 
rate reduction be postponed on grounds that 
it might jeopardize labor’s rights to better 
wages and working conditions. He added that 
the CIO was attempting to organize the util- 
ity’s workers and expected to have something 


, to say about wages later on, 


THERE was a clean-cut example of the labor 
movement swinging into a position adyerse to 
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Retter PRODUCTS... 
because CITIES SERVICE knows your problems! 
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aie Service engineers, backed by 74 years of practical 
lubrication experience, are concentrating their efforts daily 
on solving the various lubrication problems with which in- 
dustry is faced. 


Wherever moving surfaces come together, no matter what 
the speed or load, Cities Service can recommend authorita- 
tively the correct lubricants to use. Whether you need heavy 
greases for massive gears or the lightest of oils for delicate 
precision machines, Cities Service is ready to fill your every 
need. 


Cities Service engineers will be glad to discuss your lubri- 
cation problems with you. 


$4 ¢ 4@ 


CITIES SERVICE INDUSTRIAL OILS 


Compressor Oils Marine Engine Oils 

Cutting Oils Quenching and Tempering Oils 
Diesel Engine Oils Sewing Machine Oils 

Cylinder Oils Spindle Oils 

Star Ice Machine Oils Transformer Oil 

Leather Finishing Oils Turbine Oils 

Loom Oils Wool Oils 


Cities Service Radio Concert every Friday evening, 8.00 P. M. Eastern Standard Time. 
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8 PAGES WITH THE EDITORS (Continued) 


the consumers. Those concerned with the reg- 
ulation of public utilities, who have witnessed 
the emphasis placed on utility rate reductions 
during the last four or five years, will recog- 
nize that the more rapidly utilities are union- 
ized, the sooner must come a showdown as to 
who is to be the ultimate boss of a utility’s 
operating expenses. Will the answer be more 
regulatory law, giving commissions supervi- 
sory power over utility wage levels? Or will 
the unions be allowed a free hand in boosting 
wage demands for “all the traffic will bear.” 


5d 


Fyne problem of utility labor organiza- 
tion that seems to be demanding a solu- 
tion even sooner than wage regulation is the 
right of utility employees to strike. Most of 
us will recall President Roosevelt’s recent re- 
marks to the effect that government employees 
may organize but should not be permitted to 
strike. How about utility employees, who 
stand in the next circle of public interest? 
Does the importance of the public services in 
which they are engaged demand similar re- 
striction on the workers’ right to strike? 


APPARENTLY the relatively few government 
officials who have been faced with utility strike 
problems think that some such restriction is 
in order. The remarks of Governor Murphy 
on the Saginaw, Mich., power cut-off last 
spring and the more recent demands of May- 
ors Couzens and LaGuardia that there be no 
gas strike in Detroit nor subway strike in New 
York, respectively, followed the same line of 
reasoning. In this issue we present an analysis 
of this important question by a well-known 
commentator, CARLISLE BARGERON, whose daily 
column on political affairs appears in The 
Washington (D. C.) Times. 


RALPH B. COONEY 


He talks to utility presidents like a Dutch 
uncle. 


(Sze Pace 471) 
OCT. 14, 1937 


VER since the article by Fercus J. Mc- 
Driarmip, “An Insurance Man Looks at 
Public Utilities,” appeared in the ForrN1GHTLY 
last December, the editors have been pestering 
Mr. McDiarmmp for more of the same. He 
was agreeable about it but also a slow and 
careful writer. It took him months to size up 
the situation and give us his second insurance 
man’s 2ye view of the utility situation. But it 
finally arrived and all the more welcome for 
Mr. McD1arm1n’s painstaking deliberation. In 
this instalment (starting page 451) he stresses 
the public ownership competitive angle in — 
weighing the investment advantages of private 
utility securities. The author, a graduate of 
the University of Toronto, is a noted actuarial 
expert who has been associated with the Lin- 
coln National Life Insurance Company of 
Fort Wayne, Ind., since 1928. 


¥ 


ering Indianan is responsible for the 
third feature article in this issue. He is 
RavpH B. Cooney, who was born in Indianap- 
olis and graduated from Indiana University. 
Mr. Cooney is now advertising and promotion 
manager for Bing & Bing, Inc., real estate 
firm of New York city. He has written nu- — 
merous articles in trade and business maga- ~ 
zines and should be remembered by Forrt- 
NIGHTLY readers for former contributions to 
this publication. In this issue (page 471) Mr. 
Cooney undertakes to write an open letter to 
utility presidents in general, telling them what — 
they must do to be saved or something. No 
doubt, most utility presidents nowadays get a 
lot of advice along this line (and probably 
along other lines as well), but take our word 
for it, Mr. Cooney really has some suggestions 
well worth reading. 


> 


Png 2 the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


Ou10 telephone companies have been re- 
quired to meet the demand for monophone 
stations. (See page 15.) 


An electric company operating within the 
sphere of activity of the Tennessee Valley Au- 
thority may issue securities to finance gen- 
erating plant construction where this would be 
more economical than power purchase from 
the power authority, it is held by the Ten- 
nessee commission. (See page 17.) 


Tue Connecticut commission has_estab- 
lished a uniform motor freight classification. 


(See page 50.) 


THE next number of this magazine will be 
out October 28th. 
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HATEVER you're selling ... ranges, 
efrigerators, gas or electricity . . . here’s 
new and different way your men can tell 
heir story .. . and get the business! See 
how the new Kardex visual sales pres- 
ntation works: 


Everything your salesman needs on any call 
Ss contained in a single unit much smaller than 
brief-case. 

. Prospect’s curiosity is immediately aroused 
y the novel form and business-like appearance 
f the zipper-fastened genuine leather binder. 
What does it contain . . . what will appear when 
our salesman lifts those cards? 


. No rambling . .. no incoherence... and no 
ital point left out in the sales talk. Working 
ght from the book unit even a rookie can fol- 
pw through a complete demonstration as simply 
nd logically as re sales manager himself. 





Public Utilities Fortnightly 


How a brand new tdea 
HELPS MAKE SALES 
FOR UTILITIES 


4. Outstanding features are dramatized with 
charts, figures, photos of people in action... 
wherever you wish them to occur. 


5. This is one presentation that can be specific 
on rates, costs, prices, models or terms. Cards 
with these facts may be changed as often as 
necessary to fit temporary or local conditions. 


6. Finally—a brisk summing-up and direct re- 
quest for the order . . . a tremendous help for 
any salesman who’s weak on closing. 


Your salesman’s greatest problem is to 
hold the peverecr’ interest. This new Zip- 
per Book Unit automatically puts drama 
and action into what otherwise might 
be a flat and lifeless sales talk. Phone 
the Remington Rand office in your $7 or 
write for details to renege Rand Inc., 
Public Utilities Division, Buffalo, N. Y. 





OK SA from Remington erite 
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“There never was in the world two opinions alike.” 


—MoNTAIGNE 
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“If some government agency isn’t given control of the 
airlines, there soon will be an overbuilding condition that 
will force some of the air firms to the wall.” ; 


¥ 


“Some firms make these [utility valuation] appraisals 
for as low as $25,000. But they seldom win cases, Other 
firms charge about $100,000 and they win cases.” 


¥ 


. . one vital factor in any electrical development is a 
sound rate system and a rate history that shows if not 
leadership, at least, not a lagging behind popular trends.” 


“ 


¥ 


“No institution should be destroyed merely because 
mistakes have crept into its evolution. Under such a rule, 
even Congress might have trouble avoiding extermina- 
tion.” 


» 


“There is practically no line of business in which the 
saving in cost to the taxpayer could be so small from a 
given expenditure of tax money as in the electric busi- 
ness.” 


¥ 


“More than 880,000,000 incandescent lamps were manu- 
factured last year and for each kilowatt hour used the 
user received one-third more light than he did in 1920 
and each lamp cost him two-thirds less than the price he 
paid in 1920.” 


> 


“It is remarkable that heretofore government has had 
so little power as to the direction which growth and own- 
ership should take on a national scale in an industry which 
is said to be dedicated to a public use and to be affected 
with a public interest...” 


* 


“Not so long ago, a discussion of the subject of trans- 
portation would have been confined almost entirely to the 
railroads . . . Now we have to consider five separate 
transport agencies, the rails, water lines, motor vehicles, 
pipe lines, and airways...” 


12 
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Burroughs 
| FANFOLD MACHINE 


Carbons Shift Automaticall; 

Carriage Opens Automatically 

Completed Forms are Released 
Automatically 


New Forms Lock Into Place 
Automatically 


. 
SEE FOR YOURSELF—Ask for a demonstration e 


i Reverse tabulation, carriage 
* your own work, Compare it, feature by feature, jie re ’ fn 
with any fanfold machine that you have ever seen. trolled electrically by one key! 


BURROUGHS ADDING MACHINE COMPANY - DETROIT, MICHIGAN 
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“A write-up or a write-down constitutes a break in 
the historical continuity and integrity of the accounting 
process.” 


* 


“ . . the illuminating engineers have been concerned 
with light and its effects on the eyes much more than 
have the doctors.” 


* 


“.. 1am confident we shall see a marked lessening of 
the unreasoning antagonism which exists today between 
government and business.” 


° 


“Tt has now been demonstrated beyond all cavil that the 
public wants and needs more and more power in industry, 
in commerce, in the home, and on the farm.” 


“The decision of National Labor Relations Board in- 
volving so-called National Electric Products Corpora- 
tion case is direct attack upon International Brotherhood 
of Electrical Workers, a labor organization with nearly 
half a century of honorable service. That decision strikes 
at the right of legitimate labor unions to enter into labor 
contracts and agreements with fair employers.” 


” 


“In the truest sense, there is nobody, in many [reor- 
ganization] cases, there is no committee in many cases, 
which represents most of the security holders or many 
of the security holders, or which represents them truly, 
faithfully, with a single mind to their interest. That is 
the nature of this situation. It is everybody’s business 
and it is so often, in such a case, nobody’s business.” 


. 


“States have been vying, one with the other, to get the 
[corporat:on] business. It has been a profitable business. 
And as a result no one single state, in view of that com- 
petition, has been able to set up adequate corporate stat- 
utes, because if they do tighten them up in the public 
interest and in the interest of investors, those who organ- 
ize. corporations will be sure to stay away from that 
state, if they can do so.” 


> 


“If the giving of stunt flights at the state fair is a 
proper public purpose for which the tax dollars of 
widows, orphans, and John Q. Public may be used, it 
would seem entirely unreasonable to contend that state 
funds may, not be appropriated in a manner reasonably 
calculated by the legislature to promote afid encourage the 
more widespread and economic distribution of energy to 
the people of this state.” 





' | 

i | 
| 

i 
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ew C-E Unit for 


‘Whe Ohio Power Company 


f AT the right is shown a sec- 
. tional side elevation of the 
ew C-E Unit purchased for 
The Ohio Power Company for 
nstallation in its Windsor Plant, 
ocated at Power, W. Va. 


This new high-pressure, high- 
emperature unit is comprised of 

he following equipment: C-E 
Bent Tube Boiler; Elesco Su- 

1 fherheater and Economizer; 
: jungstrom Air Preheater; C-E 
ater-Cooled Furnace; C-E 
Raymond Bowl Mills and C-E 


angential Burners. 


One of the features of this unit 

, s the auxiliary C-E Horizontal 

' Burners located in the upper por- 
ion of the furnace. These burn- 
ers, in conjunction with by-pass 
damper and automatic thermo- 
stat, will control superheat tem- 
perature. 


C apacity—750,000 Ib. per hr. 
Design pressure—1,475 lb. 
} Total steam temperature—925 F. 


COMBUSTION ENGINEERING COMPANY, INC. 
200 MADISON AVENUE @© NEW YORK 


enadian Associates: Combustion Engineering Corp. Ltd., Montreal 
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TITAN 


SNAP ACTION 
THERMOSTATS 


To specify a Titan Snap Action 
Thermostat is to specify a device 
tested by wide field experience ... 
proven by years of use under the 
most severe conditions with all 
types of gas from Canada to the 
Canal Zone . . . extraordinarily 
sensitive yet rugged, unfailing in 
operation, practically fool-proot 
and trouble-proof, virtually free 
from the necessity of servicing. 


Titans are already standard equip- 
ment on the majority of storage 
heaters approved by the American 
Gas Association. They are avail- 
able for any size trom the smallest 
to the largest. Write for details. 


THE TITAN VALVE & 
MANUFACTURING COMPANY 
Thermostats :: Safety Pilots :: Relief Valves 

9913 E_txk AvENUE, CLEVELAND, OHIO 
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TROUBLE 
e FREE 


silty — . SERVICE 





Year In— 


Year Out 


Your outdoor meter installation worries 
are over the minute you install this 
cabinet. Made of special aluminum 


one alloy which completely defies rust 


and other forms of corrosion. Weather- 


proof, handsome, roomy—it will give 


trouble-free service year after year. 
Write today for complete details. 


WaLKker 


ELECTRICAL CO. 
ATLANTA, -GEORGIA 
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High electrical conductivity, strength to permit long spans, light weight 
which keeps supporting structures within economical limits of strength 
and size, and high resistance to corrosion; these are the properties of 
Aluminum Cable Steel Reinforced responsible for its widespread popu- 


larity among line designers and builders. 


ALUMINUM COMPANY OF AMERICA 


2134 Gulf Building, Pittsburgh, Pa. 
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FUEL 








BIN 





MiG0 PRESSED STEEL METER 


Of industry’s three most widely used 5 
: IT WOULD TAKE AJ 
types of fuel, gas, coal and oil, gas alone j 


offers unique savings in addition to its 





inherent operating advantages and efficien- 

cies. In the case of storage, no valuable 

space is occupied, there are no annoying 

fire hazard requirements and no increased 

insurance premiums. In handling, gas is 

available at the turn of a valve. No expen- 

sive stoking or firing equipment, heating OR AN OIL TANK THIS Bié 
equipment or mixing valves are required. . wv ™ 
Also, the investment in stored fuel is elimi- 

nated, working capital is not tied up and 

payments are made after use, based on 







definite accounting periods. 


This simple easy system of fuel supply 
is dependent upon metering equipment 
developed for this service itself. EMCO 
Meters, developed specifically for industrial 
services, provide the necessary accuracy, 
ruggedness and simplicity. They have ro 
progressed hand in hand with the growth 
of industrial gas consumption. 





FURNISH 











HEAT EQUIVALENT Tt 





THAT OF THE NATURAL 


AS THAT CAN BE (= 


Reprints of this advertisement available to Industrial Sales aA 
Departments of Gas Companies upon request. MEASURED BY THI 





PITTSBURGH EQUITABLE METER CO. 


MERCO NORDSTROM VALVE CO. 
MAIN OFTICES PITTSBURGH, PA. A DAY, MONTHLY 


LOS ANGELES TULSA HOUSTON 
KANSAS CITY cmIcaco PHILADELPHIA 
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@ A positive rear end air seal eliminating rear 
arches, and water backs, and permitting a less 
costly furnace construction . . . 50% less carbon 
loss in the ash . . . an even depth of fuel bed 
maintained automatically, side to side and 
front to rear, providing uniform passage for 
the air, eliminating stratification of the gases 
and permitting rapid pickup . . . these are just 
a few of the many exclusive features Stowe 
Stokers, and only Stowe Stokers, can give you. 

Of great importance to management and 
purchasing personnel is the unlimited fuel 
selection. Stowe Stokers of similar construction 
are burning the entire range of fuels from 5% 
Pocahontas slack to the high ash low fusing 
coals found west of the Mississippi River. They 


permit operators to burn the coal that repre- 

sents lowest cost per B.t.u. laid down on their 

storage piles, and to change from one coal to 

another as strikes, fires, fluctuating mine prices 

and changing rail, water or truck rates, makes 

this coal or that the most advantageous to burn. 
Characterized by impartial observers as the 

greatest forward step in mechanical firing in the 

last ten years, Stowe Stokers are the obvious 

first choice for new boiler 

and modernization projects. 

Write for a full description 

and the illustrated catalog. 

It will pay you to investigate 

Stowe Stokers’ possibilities 

for your plant! 


THE JOHNSTON and JENNINGS CO., 977 Addison Rd., Cleveland, Ohio 
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yp: PUBLIC UTILITIES EVERY WHERE 


USE DITTO to Help Control! Operations 


Every smudged copy, every error in copying, 
every overworked and overloaded typist — 
demonstrates again your need for Ditto. For 
Ditto eliminates such wastes. 

Public Utilities everywhere are accurately 
controlling their operations by using Ditto 
for the speedy inexpensive reproduction of 
reports, accounting forms, repair instruc- 
tions, operating orders, material lists, inven- 
tories, schedules and the like. In no other 
way can you make copies so quickly and 

so inexpensively. 





Write today for our new 
book “‘Copies—Their Place 
én Business.” It tells fully 
just what Ditto is, and 
what it can do for you. 


Ditto 


INCORPORATED 
2284 W. HARRISON ST. 
CHICAGO, ILLINOIS 








ee 
All 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Public Utilities Fortnightly 








eke : 
1 a 
PORT WASHINGTON STATION 
THE MILWAUKEE ELECTRIC RAILWAY AND LIGHT COMPANY 


$30°F at 635,000 Ib. 


The fifth high pressure boiler of the Mil- 
waukee Electric Railway and Light Com- 
pany to be equipped with Foster Wheeler 
radiant superheaters is at the Port Wash- 
ington Station. Combination superheaters, 
including radiant superheaters in the end 
walls, superheat 635,000 lb. of steam per 
hour to 830 deg. F. Radiant reheaters in the 
back wall superheat 590,000 lb. of steam 
per hour to 835 deg. F. 


FOSTER WHEELER CORPORATION 
165 Broadway, New York, N. Y. 


POSTER WHEELER 
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sory ue came wove | | BULBS FREE 


. To spread the fame of our bulbs 
Davey Clears Lines everywhere, we will send you 


FREE a nice assortment of 


@ Economically HYACINTHS, TULIPS, 
NARCISSL IRISES, CROCUS, 
@ Skillfully etc. etc. 


. kl 350 bulbs in all, all guaranteed to flower 

@ Quic y next Spring and Summer. It suffices to 

send us for carriage, packing, etc. a 

one-dollar note by registered letter, and 

" to mention your name and full address 

@ With Safety in block letters. Please, do not send 

coins or stamps, and mention the name 

of this paper. Dispatch carriage paid 

all over the world without increase in 
price, 


Always use dependable Davey Service e 


DAVEY TREE EXPERT C9. KENT, O80 JAN VAN GALEN 


Bulb Grower, 
D AV E Y T R E F 5 E R V l C E VOGELENZANG near Haarlem, 


HOLLAND, EUROPE 

















RURAL LINE 
CONSTRUCTION 


Calls for long 
term economy in 
operation. 


Porcelain Pro- 

ducts rural line 

insulators offer 

more insulating 

wa features, more 
QQ ‘ 

SSS service for dollar 


a! 
value. 


Write for Rural Line Insulator 
Bulletin, RF-5 


PORCELAIN PRODUCTS, INC. 


ee | ; 
Y< : PARKERSBURG, W. VA., U.S. A. 
oa 


Hi- Voltage Insulators —Since 1804 
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INNEAR 





MOTOR OPERATED 
STEEL ROLLING DOORS 
FOR SPACE AND 
LABOR ECONOMY 





There tb a Kinnear Answer 
to. every Doorway Problem! 
Kinnear Rolling Doors and Grilles open upward — out of the 
way. Convenient as a window shade! Allowing space once 
used for “door storage” to be utilized .. . and today’s planning 
demands that every foot count. So if the need calls for either 
a barrier against intrusion or a full fledged door, the word 
Kinnear in your specifications assures maximum space econ- 
omy—plus designing cooperation, efficient and durable con- 
struction, and permanent nation-wide service that only Kin- 
near’s years of specialization makes possible. Send us your 
problem, we will gladly submit recommendations, without any 
obligation on your part. 


THE KINNEAR MFG. CO. 


2060-80 FIELDS AVE. COLUMBUS, OHIO 








ROLLING GRILLES 
FOR PROTECTION 
) AGAINST INTRUSION 


<INNEAKE 


ROLLING GRILLES 
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Nothing Like It for Control Bus or 
Other Floating Service 


CHLORIDE 
BATTERIES 


ESIGNED by Exide engineers for exciter and 
other stationary services, early in the history 
of this Company, the Exide-Chloride Battery has 
been for nearly half a century the choice of con- 
sulting and operating engineers all over the world. 
For floating service no battery has yet been de- 
signed that will give greater satisfaction and life 
with such low maintenance. Write for Bulletin 204 
and learn more about this exceptional time-tried 
battery. 


THE ELECTRIC STORAGE BATTERY CO. 


The World’s Largest Manufacturers of Storage Batteries 
for Every Purpose 


PHILADELPHIA 


Exide Batteries of Canada, Limited, Toronto 
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HERE Is SOMETHING NE W 


WHO'S WHO 


IN THE 


U. S$. GOVERNMENT 
UTILITY PROGRAM 














A directory, with biographical data, of Federal officials and 
employees whose duties embrace utility regulation and other 
utility problems, including construction and operation of 
Federal properties. 


Compiled by Georce E. Doyine, Editor 


P.U.R. Executive Information Service 





260 BIOGRAPHIES 
MORE THAN 300 NAMES LISTED 
30 DEPARTMENTS, COMMISSIONS, ETC. 





A valuable reference guide to government personnel in the 
field of public utilities—electric, gas, transportation, com- 
munications. 








PLACE YOUR ORDER NOW - - PRICE $1.00 


PUBLIC UTILITIES REPORTS, Ine. 
MUNSEY BUILDING 
WASHINGTON, D. C. 
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HYDRAULIC BRAKES 
Dodge led the field in giving 
you genuine hydraulic brakes 
that stop quick, save tires and 
brake linings. 


4 PISTON RINGS 
Only Dodge of the lowest- 
priced-3 gives you 4 piston 
rings. The others have only 3 
—saves gas and oil. 





QUALITY 
FEATURES | 


FULL-FLOATING REARAXLE 
Dodge pioneered this great 
advancement in low-priced 
134-ton trucks to improve per- 
formance, cut upkeep. 


ONE-PIECE REAR AXLE 
HOUSING 


And, of course, Dodge pio- 
neered this feature, tool— 
Means sturdier, more depend- 
able construction. 
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New Dodge 13 -Ton Stake—6-Cyl., “L”’.Head Engine— 
2 Wheelbases, 2 ’ Bodies 


BEFORE you buy any low- 
priced truck we ask you to do 
one simple, but important thing 
--.-check it for money-saving fea- 
tures. Most truck buyers will ad- 
mit that Dodge has an edge on the 
others in appearance... but don’t 
stop there. Get a “show-down” of 
such important things as rust- 
proofing, that makes your truck 
stay new longer. Compare such 

features as springs and axle 

shafts—Dodge uses a tough, 

long-lived new steel alloy 

named “Amola” for these 


vital parts. Also check gas mile- 
age statements. Borrow a “gas- 
ometer” from your Dodge dealer 
and get the real figures for your- 
self. It’s easy, and it ends claims. 

We believe you'll find that the 
difference in the three lowest- 
Priced trucks is greater than you'd 
ever imagine! You can prove this 
for yourself by spending just 15 
minutes with your Dodge dealer. 

him today! 


DODGE 
Division of Chrysler Corporation 
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Teamwork is a tradition in the theatre ... a tradition that binds 
star and stagehand, chorus and call-boy in a single great respon- 


sibility . . . to the audience. 


As the curtain rose at the Transit Convention on another year of FF 4 
brilliant Transit Industry achievement, many men, many services : 
and many organizations found themselves more closely welded 
together in their own and in the public interest. 


We enter another year. Once again our audience, the millions of | 
revenue paying passengers, will not be disappointed. Nor will you, § 
for once again the box office of mounting revenues will tell its 
own story of a fine program under capable direction. 


| For more than half a century, the Collier Organization has played its 
part effectively on the stage of the great Transit Industry, and does 
f;, 80 today before an ever growing audience...a public more respon- ; 
’ sive than at any.time in the Industry’s history. Good teamwork is § 
"; more than good showmanship. ..It’s good business for all concerned. 


ww owiry ao re mee a ge 


BARRON 6. COLLIE 


INCORPORATED 
745 FIFTH AVENUE, NEW YORK 
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THE THRIFT CARRIERS "FOR THE NATION 


hey’re the outstanding ~— ~«owme Powerful beyond their 
price, modern to the 


trucks for 1937 ees because rransrorTavion minute, famous for eco- 


he y "re modern to the nomical transportation, Chevrolet 
trucks are carrying an ever-increas- 

inute... because they _ ingvolume of the daily shipments of 

: 7" truck users. They’re the thrift car- 
yive more power per gallon,  siers for the nation. . . giving many 


ower cost per load’. .. and thousands of miles of safe, depend- 
able service at minimumcost. Extra- 


because th ey re goo d for _ rugged construction explains their 
dependability; Perfected Hydraulic 


ears of dependable service. Brakes, their safety; and a New 


CHEVROLET MOTOR DIVISION High- Compression Valve-in- -Head 
General Motors Sales Corporation Engine, their ability to give more 
DETROIT, MICHIGAN power per gallon, lower cost per load. 


"MORE POWER per gallon LOWER COST per load 
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Good Will Remains 
Behind Hoosier Crews 


HoosieER ENGINEERING Col 


46 So. 5th St., Columbus, Ohio 
Chicago Canadian Hoosier Engineering Co., Ltd. New York 
Montreal 


ERECTORS OF TRANSMISSION LINES Ay 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Detober 14, 1937 Public Utilities Fortnightly 31 





he CLEVELAND BABY DIGGER 


Sets the Pace for Economic Pipe-Laying— 
ecting Completely Today's Trench Con- 


its the Job—Gets to the 
Job—Does the Job 


oday’s Cleveland Baby Digger Model 95 is 
he complete answer to Public Utility re- 
huirements. 


50 compact and easy to handle, it affords 
maximum machine-usage in the crowded 
enditions of cities and towns and yet, so 
ugged and powerful it handles the most dif- 
cult digging with minimum service inter- 
uptions. With the “Baby Digger” you dig 


"7 


struction Demands 


You, like all alert men in the utility field, are 
seeking cost saving equipment. 


The trend of the times is toward the use of 
modern efficient mechanical equipment. For 
the trench digging operation you will find the 
Cleveland Baby Digger standard value. 


Unsurpassed for continuous low maintenance 
and operation costs and general adaptability for 
use on the maximum percentage of your work. 
Add to these characteristics, its dependability 
and ruggedness and you have the ideal equip- 
ment for time and money saving. 


more trench in more places at least cost. Let us furnish details and specifications. 


Another important “Cleveland” idea that 
liminates hold-ups, cuts waste time and 
creases usability — high-speed, low-cost 
Transportation via special trailer. Baby 
Digger loads and unloads in 10 to 15 
minutes and travels from job to job at 
ruck speed. 


Tat CLEVELAND TRENCHER COMPANY 


“Pioneers of the Small Trencher” 


0100 ST. CLAIR AVENUE 


CLEVELAND, OHIO 


e CLEVELAND € 
BABY DIGGER Model 95 
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USE Ral E centrauizep SERVICE 


Use R.& I. E. centralized Service for the 
whole job — complete substation design 
and equipment. There is a big advantage 
in putting the entire problem under one 
responsibility. 

In R. & I. E., the Public Utilities have 
found engineering ability to cope with 
every outdoor and indoor switching prob- 
lem. Here are complete design and manu- 


facturing facilities under one roof. 


From the layout to the lines, R. & I. E. 
offers the benefit of twenty-five years ex- 


perience. 


RAILWAY& INDUSTRIAL 


ENGINEERING CO. 
GREENSBURG, PA. 
Sales offices in principal cities 





BARTLETT 
Tree Trimming 
Tools 


Se No. 777 Two Hand Pruner 


Drop forged tool steel. Rapid cutter. 


hand. Right hand is FREE 
to operate blade. 26” handles. 


No. I-W Tree Trimmer 

Most powerful compound lever 
Tree Trimmer made. Will easily 
sever branches up to 1%” diam. 
Pulley and compound lever give 9 
to 1 cutting power. Head complete 
weighs only 1% Ibs. 4 to 16 ft. 
lengths. Other types. 


No. 43 and 44 Pole Saws 


For pruning larger limbs than our 
has 





Light weight. 


Bartlett Tree Paint 
For destroying and pommenting the 
growth of wood destroying fungi 
and for the protection of wounds, 
use Bartlett’s Tree Paint. Easily 
applied with ordinary paint brush, 


Used by U. S. 
Government (<< 
State Highway 
Departments 
and Tree 
Experts 
Send for 
Catalog 
No. 23 


BARTLETT 
MFG. CO. 


3025 E. Grand Blvd. 
Detroit, Michigan 





No. (W 
ree 
Trimmer 








STATEMENT OF OWNERSHIP 
Statement of ownership, management, circulation, 
etc., of Public Utilities Fortnightly, published bi- 
weekly at Baltimore, Md.; required by the Act 
of Congress of August 24, 1912. 

: a a Public Utilities Reports, Inc., Wash- 
ington, é 

itor: Henry C. Spurr, Rochester, N. Y. 
Managing Editor: None. 4 
Business Manager: A. S. Hills, Washington, 


Owners: (Names and addresses of individual 
owners, or if a corporation, its name and addresses 
of stockholders owning or oains 1 re cent or 
more of the total amount of stock.) Public Utili- 
ties Reports, Inc., Washington, D. C.; Owen D. 
Young, New York, N. Y.; Orlando B. 

New York, N. Y.; Philip H. Gadsden, Philadel- 
hia, Pa.; L. R. Nash, New York, N. Y.; William 
. Hagenah Pittsburgh, Pa. 

Known mdholders, mortgagees, and other 
security holders owning or holding 1 per cent or 
more of total amount of bonds, mortgages, or 
other securities are: None. 

PUBLIC UTILITIES REPORTS, INC., 
A. S. Hills, Business 
before me this 18th 


Elsie P. Dameron, 
: ae Public. 
(My commission expires October 23, 1938.) 


Sworn to and subscri 
day of September, 1937. 
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Modernize! 


Prepare for expansion — look to 
the future. Check your present 
equipment. Bring it up to date! 


Highest possible efficiency and smooth, 
trouble-free performance are demanded of 
all modern equipment. The Graver Organ- 
ization has served American municipalities, 
public utility and industrial firms for three- 
quarters of a century and is thoroughly ex- 
perienced in the construction of the very 
latest type of Gas Holder Shell and Cover fer Severe 


Disposal Plant, Madison, W 
GAS HOLDERS LIME AND SODA 
FLOATINGCOVERS SOFTENERS 
TANKS IRON REMOVAL 
Welded or Riveted PLANTS 


Steel or Alloys 
Shop Assembled or STERILIZERS 


Erected on the job SETTLERS 


CONDUITS piL Tens ¢ 
or 
CAISSONS Mineral, Taste, 
ZEOLITE SOFT- Color, Odor 
ENERS Removal 


PIPING, FITTINGS, ACCESSORIES 
Tell us what you need and let us send Literature. 


GRAVER TANK & MFG. CO., INC. 


75 Years of Dependable Service 
New York, N. Y. East Chicago, Ind. Chicago, Ili. Catasauqua, Pa. 





LEFT—35-ft. Graver Gas Tank erected at Nappanee, Ind. 
CENTER—Graver Zeolite Water Softener. 
RIGHT—Graver Pressure Filter. 
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Hole Dug and Post Set 


aoe 


Over a period of six weeks, 
this Cletrac with post hole 
auger, set poles at a cost of 
44 cents each. 





On another installation, the 
average cost was 23 cents. 


By hand, the average cost is 
$3.00. 


Cletracs are built to cut 
costs ... to handle a wide 
variety of equipment that en- 
ables fewer men to do more 
work and do it better, easier, - 
more profitably. tigation. See your distributo 


Ideally fitted to public utility Among the fifteen models fro 
work because of ease of handling, 22 to 94 horsepower, there is t 
sturdiness of construction, and right size for every job. Eith 
simplicity of maintenance, the gasoline, tractor fuel, or Die 
Cletrac warrants thorough inves- powered. 


THE CLEVELAND TRACTOR COMPANY + CLEVELAND, OH 


Cletrac 


Crawler Tractors 


The only tractors with controlled differential steering that keeps both t 
pulling at all times . . . on the turn as well as on the straighta 
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Here’s a distinct Leader 


from an 


OUTSTANDING LINE 


ELECTRIC RANGES 


Investigate the L&H line of qual- 
ity built ranges—smart styling, lus- 
trous porcelain enamel finish en- 
hanced by sparkling chrome trim— 
and all the handy, modern conveni- 
ence features that tempt today’s 
buyers. 


Wire or write for complete facts. 


A. J. LINDEMANN & HOVERSON CO. 
MILWAUKEE, WISCONSIN 








30 to 50%, 


LVRAY fem 4 MORE 


EFFECTIVE 


ultivalex J ‘ ‘ | . z | STREET 


LIGHTING 
PROCESSING 


Write for details of this tried 
and proven plan that benefits 
you doubly through increased 
commercial load and _ better 


public relations. It takes but a CONTROLS AND DIRECTS 
minute to bring the entire story THE LIGHT TOWARD 
ni at, mete = SURFACES TO SE 
can’t lose. ILLUMINATED 


AMERICAN | . 


STREET ILLUMINATING COMPANY 
261 N. Broad St., Philadelphia, Pa. 


“Backed by 59 Years’ Street Lighting “ DETAILS 
Experience.” 


s 


FOR 
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_ INSULATORS 


VJ 


Insulators are only as good as the” 
experience and workmanship put in- ” 
to their production. 

Our product is produced by men 
of the greatest experience to be found” 
in the industry. 


Vicror made insulators are Goop 7 
INSULATORS. 


Catalog on request 


Victor Insulators, Inc. 
Victor, N. Y. q 




















Public Utilities Fortnightly 





E review magazine of current opinion 
and news relating to public utilities. 
Conducted as an open forum for the 
frank discussion of both sides of contro- 
versial questions — economic, legal and 
financial; also gives trends in the present- 
day control of these companies—govern- 
mental competition — state and Federal 
regulation. 


J Issued every other Thursday—26 num- 
bers a year—annual subscription $15.00. 


{| The only magazine furnishing current 
and vital information on all subjects in- 
volving the financing, operation, and 
management of public utilities under gov- 
ernmental regulation and competition. 


| A magazine of unusual value and cur- 
rent stimulation to all persons holding 
positions with, or having a financial in- 
interest in, public utilities. | 


Published by 


PUBLIC UTILITIES REPORTS, INC. - - 1038 Munsey Bidg., Washington, D. C. 





This page is reaerved under the MSA PLAN (Manufacturers Service Agreement) 





tober 14, 1937 Public Utilities Fortnightly 


il 

i 2 e & TAYLOR STOKER UNITS 
i, (0) aS ek Gates 
FURNACES (Waoter-Cooled 
~~ UU asu Hoppers 
a es 

= A > 

p coves 7Ht 71 | ly ie 

centers—New York, Brooklyn, Phila- 





























Eliminate the smoke 
nuisance 
Companies in great population 
delphia, Washington, D.C., Chicago, 


Detroit, Boston, New Haven, Provi- 
dence, Springfield, Dayton, Toledo, 


and many others—home and abroad— 


keep their communities contented 
by firing with Taylor Stokers, for 
Taylor Stokers satisfy the most 


stringent anti-smoke ordinances. 














Yeo, 


Division: AMERICAN ENGINEERING COMPANY 


PHILADELPHIA, PENNSYLVANIA 


Other Products: A-E-CO LO-HED MONORAIL ELECTRIC HOISTS, A-E-CO HEL! 


PUMPS, MOTORS AND TRANSMISSIONS, A-E-CO MARINE AND YACHT AUXILIARIE 
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RILEY PULVERIZERY,, 


in Central Station 





Plant after plant in the Public Utility industry has swung to Rile 
Pulverizers . . . definitely establishing Riley as one of the leade 


A few Public Utilities using Riley Pulverizers ... 


Union Electric Light & Power, Cahokia . . . Repeat Orde 
Edison Electric Illuminating Co., Boston . . . Repeat Ord 
Hartford Electric Light Co., Conn. . . . Repeat Order 
Potomac Electric Power Co., Washington, D. C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Ill. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 
BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNA( 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTING 
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METAL-CLAD Switchgear 


This new “BR-30E” oil-blast circuit breaker 
is built in 400 and 600 ampere capacities at 7.5 
K.V. and 800 amperes at 5 K.V. Rupturing 
capacity is 25,000 KVA. 

Primarily designed for use in Type “RA” 
vertical lift Metal-Clad Switchgear, it is shown 
with tank and mechanism covers removed. It 
is complete with lifting ears, positive interlock 
bars, primary and secondary plug discon- 
nectors. 

The solenoid mechanism and breaker head 
are an integral unit with internal operating 
linkage. Exceptionally sturdy, the design in- 
sures permanent adjustment at all times. Also 
built for manual operation. 

Our New Bulletin No. 66 Shows a Complete Line 


of Metal-Clad Switchgear in Capacities to 500,000 
rae FP 


Delta-Star QQ) Eleotrit Ge 


2400 BLOCK FULTON STREET, CHICAGO, ILL. 














Sangamo Meters 
in acer? and “— 
Mountings 


Sangamo modern me- 
ters, whether singlephase 
watthour meters—com- 
bination singlephase watthour meters and time- 
switches, with either single or two-rate regis- 
ters—or two-element watthour meters—all are 
designed for modern "A" and "S" mountings. 


odertn Meters for Modern Loads! 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, 
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GREATER VALUE 





Lon JEL ife- 
don Unit 
Sd. y. 


Sings 


BOTH QUALITY CELLS 


“EVEREADY” “IGNITOR” — for years, the outstanding all-purpose dry cell. 
Long a universal favorite with railroads, it has stood the test of time in 
applications running all the way from heaviest rail car ignition work to 


light telephone service. 


“EVEREADY” SPECIAL RAILROAD AND INDUSTRIAL CELL—with 
more costly materials and advanced manufacturing technique, the traditionally 
high quality cell is made even better. Retaining the high amperage necessary 
for satisfactory ignition service, it gives longer heavy service life and longer 
light service life—and of necessity, costs more. 


WE MAKE THEM BOTH. YOU HAVE YOUR CHOICE 





NATIONAL CARBON COMPANY, Inc 


ucc 
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GARGOYLE '8-LETTER WORD 
FOR CORRECT LUBRICATION 


s i HOUGH there are literally 
With Gargoyle Oils thousands of industrial oil 
brands on the market today, one 
» | trade-mark stands out above all 


You Get our 71 Years’ | others! 


It’s the Red Gargoyle . . . famous 
the world over as the sign of 


xperience in Making | correct LUBRICATION! 


For 71 years the makers of Gar- 


Correct Lubrication” goyle Lubricants have been sav- 


ing money for industry. 
Today, executives in 110 industries 


Boost the Profits prove—in the smooth operation of 
their machines . . . in improved 
: production...and in actual figures 
nf American Industry on their account books — REAL 
ECONOMIES can be traced to 
Gargoyle Lubricants properly 
applied. 


























How “Correct Lubrication” can save you money: 


1 Curb power losses. 3 Improve production results. 


2 Decrease maintenance costs. 4 Lower lubrication costs. 











CORRECT LUBRICATION 





71 Years’ Lubrication Experience — the Greatest in the Business 
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P. U. R. Digest 


CUMULATIVE 
A DIGEST THAT IS SERVICED 


Public Service Law and Regulation 


The only Complete Digest in this field 


A Work of Primary Authority 


Containing the Decisions and Rulings 
of the 

United States Supreme Court 

A SHORT CUT United States Circuit Courts of SIMPLE 


Appeals 
COVERIN ALPHABETICAL 
——- United States District Courts 
FIFTY YEARS State Courts CLASSIFICATION 
Federal Regulatory Commissions OF SUBJECTS 
AN EXHAUSTIVE State Regulatory Commissions A GREAT REVIEW 
SURVEY OF Insular and Territorial Regulatory 


THE LAW Commissions A GREAT SERVICE 











A Life-Time Digest Kept up to Date 


Write for price and payment plans 


PUBLIC UTILITIES REPORTS, INC. 


Tenth Floor, Munsey Building 
Washington, D. C. 
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ORD RED OTIS ON 
9 a 


re 


From the Early Period 
of the Telegraph tothe present 
remarkable development in the field of Electricity 


KERITE 


has been continuously demonstrating the 
fact that it is the most reliable and 
permanent insulation known 


THE KERITE Wise té2i2 COMPANY INC 


NEW YORK CHICAGO SAN FRANCISCO 


i ee AR 
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Heat On Wheels 
By 


Electricity 


7 is an automatically controlled 
steam heating electric radiator. 
Gives off both radiant and convected 
heat. 


Shipped all ready for plugging in. 
Filled with just the right amount of 
non-freeze water. Mounted on ball 
bearing casters for pushing to any 
room. Is so light can easily be carried 
upstairs or down. 





Made in 4 sizes with heating equiva- 
lents of 1014, 14, 17% and 21 sq. ft. of 
radiation. 


Furnished for 115 and 230 volts A. C. 
current only. Equipped with Klick- 
son thermostat and automatic current 
cut-off. 


Finished in attractive neutral tone 
with base in black. Yields good mar- 
gin of profit. 


Send for prices, discounts and full par- 
ticulars. 


Established 1873 


Burnham foilerlorporalior 


IRVINGTON, NEW YORK 
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YOU MUST SET AN EXAMPLE 
FOR YOUR CUSTOMERS! 


ARE YOUR OWN UTILITY OFFICES LIGHT-CONDITIONED ? 


odern Lighting is essential to a public utility business office where the company comes in 
ily contact with its customers. When you preach the doctrine of Better Light-Better Sight 
your customers, you must show your belief in it by the modern lighting of your own offices. 
rmaflector gives you this sample of good public utility office lighting. A combination direct 
d indirect system of lighting is architecturally blended to harmonize with the room. Spe- 
slly constructed ceiling domes are molded into an architectural unit by using Pittsburgh 
direct Luminaire No. B-561 close-coupled. Flanking these domes are installed Pittsburgh 
ect Lighting Units No. FE-100-C recessed in the ceiling with flush concentric louvers for 
ht control. 


rmaflector engineers will be glad to show you how to achieve these results for your offices 
d salesroom. 


PITTSBURGH 


REFLECTOR COMPANY 


= 
{ jitsburen Sh 
lia oy 


Pe rmaflec ctor 
Miata - oF OLIVER BLDG. PITTSBURGH, PA. 
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TO YOUR 


LIGHTING DRIVE 


1. Feature ALZAK & Porcelain Enamel Reflectors 
2. Feature Well-Designed Indirect Iluminants 

3. Feature Quality at a Price 

4. Feature Established Dependable Lines 


nw: F. Aj 








ComPany 


2615 WASHINGTON BOULEVARD 
ST. LOUIS, MO. 
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Specify Davey age 2 be sure 
THAT YOU ARE BUYING SATISFACTION 


Utilities executives have learned by experience that the purchase of Davey Air Com- 
pressors is an investment which pays certain dividends. 


On construction projects, pipe line work, railway right of ways, and in the tall timber, 
Davey tractor mounts are proving efficient and economical. 


DAVEY COMPRESSOR CO., INC., KENT, OHIO 


“Built to Serve and Endure” 








Biviia aa” ara 
sg “43 


VULCAN SOOT BLOWER CORPORATION 
“Du Bois C Pennsylvania 
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The sale of Modern Lightin« 
for Modern Store Fronts shouk 
begin at Home! 


October 14, 15 


Here’s how Architect Geo. F. ——— and the Potomac Edison Company 


convince the merchants and 


owners of Cumberland, Md., of the 


value Py beighily lighted stores. 


A modern store front demands modern illumina- 
tion. And modern illumination means a heavier 
lighting load. There’s a natural tie-up if there 
ever was one... new Pittco Store Fronts and 
modern lighting. 


But to take best advantage of this tie-up . . . to 
convince prospects in your community of the sound- 
ness of store front modernization with better light- 
ing ... there’s nothing more valuable than an 
actual example .. . on your own show rooms... 
of just what you mean. 


You talk to a merchant .. . tell him the need for 
modern merchandising methods . . . plug away on 
the idea of a new store front with better lighting. 
And to clinch the argument, you say “Look at our 
own quarters down the street. There’s a new 
front . . . illuminated in the modern manner. We 


practice what we preach . . . because we know 
means better business!” 


Put a new Pittco Front on your utility show roc 
Make them an example of what you preach. 
when the Pittco Store Front Caravan, sponso 
by Pittsburgh Plate Glass Company, comes to 
territory, don’t miss it. It shows you nume 
actual examples of modern store front lighting. 
offers you an opportunity to cooperate with a p 
motional effort that leads directly to more busin 
for you. Contact our local branch for data ab 
the Caravan ... and for any cooperation on 
fronts you may need in your work. 


PITTSBURG HG 
* PLATE GLASS COMPANY 
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How a BETTER WELD assures 
A BETTER PIPING SYSTEM 


Engineers prefer the plain cir- 
cumferential butt weld that Grinnell 
Welding Fittings make possible. 

Any qualified pipe welder can, 
without difficulty, make one or a 
hundred welds of this type per- 
fectly. Welds that result in smooth, 
clean inside surfaces. No ragged, 
sharp corners. No slag within the 
pipe. And complete uniformity of 
all welds everywhere in the system. 

Grinnell Welding Fittings are 
seamless, smooth inside and out. 


DRE ag + cae 


They weld easily. Their welding 
ends match up to pipe, whether 
Standard, Extra Strong, or O.D.— 
and their pressure-temperature 
ratings are the same as seamless 
pipe. 

These Grinnell Fittings assure 
simpler, cleaner, more uniform 
installation of any piping system. 
Catalog 2 gives full details. 


EXECUTIVE OFFICES PROVIDENCE, ®. 4, 


ime 


Wie 


- «+» WHENEVER PIPING 1S INVOLVED. 
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NEW APPLICATIONS .4 ELECTRIC HEAI 
Wk: the PROCESS 
INDUSTRIES 






I. is easy to show the chemic 

‘and process industries that th 
use of electric heat is a go 
investment. 

With Elliott indirect elect 
heaters and heating system 
high temperatures (up to 800°F 
can be obtained, permittin 
quicker reactions and perha 
new products. Electric tub 
heaters are also available for ar 
desired temperature or pressur 

; The close, automatic tempe 
¢ ture control, due to electric hed 
I results in a uniform, higher qué 
ar ity product with a greater 
ee | value, and less spoilage. 
fess A slight increase in heatin 
ee ae cost is nothing compared to th 
Oe advantages obtained. 

We will gladly send descripti 
literature telling the how and wh 
of Elliott electric heating system 


ELLIOTT 
COMPANY 


Every powercompany executive PITTSBURGH, PA. 


and commercial department 
representafive will want these Heat Transfer Dept., JEANNETTE, P 
District Offices in Principal Cities 





ee 





eR al igs emma 
Se i) See 


booklets ... Sent upon request 
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Utilities Almanack 


~~ OCTOBER —_— 


{ Independent Pioneer Telephone Association of the United States opens convention, 
Chicago, Ill., 1937. 


4 National Safety Council concludes meeting, Kansas City, Mo., 1937. 
{ Pennsylvania Water Works Association ends session, Atlantic City, N. J., 1937. 


{ Electrochemical Society ends fall meeting, St. Louis, Mo., 1937. 
Amer. Water Works Asso., New Jersey Dist., starts meeting, Atlantic City, N. J., 1937. 


{ American Water Works Association, Minnesota Section, will hold convention, St. Paul, 
Minn., October 28-30, 1937. 


q ae ee Society for Metals opens 1937 Metal Congress and Exposition, Atlantic City, 


1 fimericge Railway Bridge & Building Association opens convention, Chicago, @® 





¥ Aomiees Water Works Association, California Section, starts convention, Sacramento, 
‘alif., 1937 


Indiana Electric Association starts convention, French Lick Springs, Ind., 1937. 


{ American Water wore Association, Virginia Section, will convene for session, Richmond, 
Va., November 4-6, 1937. 


{ American Petroleum Institute will hold convention, Chicago, Ill., November 9-12, 1937. 
{ National Electrical Manufacturers’ Association begins session, Chicago, Ill., 1937. 


{ League of Kansas Municipalities opens meeting, Dodge City, Kan., 1937. 


¥ Seventeenth Annual Gas School ar will be held, Iowa State College, 
Ames, Iowa, November 10-13, 1937 


1 Fs pagioen E ieee of Steel Construction, Inc., starts convention, White Sulphur Springs, 
te 4 
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An Institutional Investor Scans 
The Utility Horizon 


To those who take a pessimistic view of utility 

securities, where, asks the author, is there a better 

field for the investment of trust funds? Widespread 

interest of the public in the prosperity of the 

utility companies. — Effect of government compe- 
tition and of regulation. 


By FERGUS J. 


HE property of our public utili- 
ties forms what is probably the 
; largest: body of corporately 
mowned fixed capital in the United 
States. Their securities therefore— 
particularly their senior securities— 
form an exceedingly important de- 
bository for the savings of our people. 
heir almost $15,000,000,000 of long- 
erm debt outstanding is equal to 20 
ber cent of the total long-term private 
lebt in the country. Of this debt, close 
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cent of the total is secured by electric 
property, about 10 per cent is backed 
by telephone and telegraph property, 8 
per cent by gas property, 4 per cent by 
water property, and around 15 per cent 
by electric railway property. The re- 
maining 16 per cent is secured by other 
types of property which fall under the 
rather broad classification of public 
utilities. 

Who owns our utilities? At the 
present stage of our political and social 
development this matter of ownership 
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is a rather crucial point. The utilities 
are by nature monopolies and the serv- 
ices which they sell have become neces- 
sities. If it were ever established that 
the ownership of the utilities rests in 
the hands of a comparatively small 
group of our population, the chances 
of these undertakings remaining in 
private hands for long would be rel- 
atively remote. The social and politi- 
cal pressure in favor of direct public 
control would probably prove irresist- 
ible. If on the other hand it could be 
clearly shown that the ownership of 
these utilities is already broadly dif- 
fused throughout the greater part of 
our population, the case for continued 
private ownership is immeasurably 
strengthened. 

There is considerable evidence to 
support the latter hypothesis. The 


large utility companies can point to tens 


of thousands of individual stock- 
holders. However, it is probably 
through the medium of their senior 
securities that their ownership is most 
widely distributed. At the end of 1936, 
the 49 leading legal reserve life insur- 
ance companies reporting to the Life 
Insurance Presidents’ Association held 
$2,278,000,000 of public utility bonds, 
an amount equal to 15 per cent of the 
total utility debt. Savings and com- 
mercial banks account for a somewhat 
smaller proportion of that debt. To 
say that over 15 per cent of the total 
utility debt is held by life insurance 
companies does not convey the whole 
story. Life company holdings of elec- 
tric railway bonds are quite light. 
They probably own a larger propor- 
tion of electric bonds than the bonds 
of any other division of the utility 
business. 
funding it has been the electric and 
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In the recent extensive re-’ 


telephone companies which have 
figured most prominently. In‘ this 
process it has not been an unknown 
proceeding for a single life insurance 
company to absorb the entire bonded 
indebtedness of a sizeable utility. In- 
stances in which a number of life 
insurance companies have combined to 
do this have been rather common, 
There can be little doubt that these 
extensive refundings have tended to 
throw an ever-increasing proportion 
of the bonded indebtedness of the elec- 
tric and telephone utilities into the 
portfolios of fiduciary institutions 
such as life insurance companies and 
savings banks. The yields offered have 
simply not appealed to individual in- 
vestors, especially in the face of a ris- 
ing stock and real estate market. It is 
a well-known fact that if a new re 
funding issue were looked upon with 
disfavor by the large life insurance 
companies, it did not stand a very good 
chance of going over. 


bes in the case of those electric 
companies which for one reason 
or another have not yet refunded, it is 
difficult to find an instance in whicha 
substantial proportion of the bonds 
is not held by life insurance com- 
panies. Select a few cases at random 
About one-third of the bonds of Ale 
bama Power are so held; almost one- 
half those of Milwaukee Electric Rail- 
way and Light are so held; while in 
the case of sorely threatened Memphis 
Power and Light the proportion runs 
up to around 60 per cent. An educated 
guess that at least 25 per cent of the 
bonds of our electric utilities art 
owned by life insurance companies 
would in all probability be borne out by 
a detailed investigation. And this pro- 
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AN INSTITUTIONAL INVESTOR SCANS THE UTILITY HORIZON 


portion is increasing steadily. The 
savings banks and commercial banks 
account for another sizeable fraction 
of the electric utility debt. 

But why so much concern as to the 
proportion of utility bonds which are 
held by life insurance companies? 
Simply because it can be demonstrated 
that the ownership of this part of the 
utility debt vests very largely in the 
great American middle class—which 
we will define as that proportion of our 
people whose family incomes range 
from $1,500 up to $10,000 annually. 
The mere fact that there are in the 
neighborhood of 132,000,000 separate 
life insurance policies in force makes 
this conclusion inevitable. Economic 
royalists can account for but a tiny 
fraction of these policies. It is not 
necessary to rely entirely upon circum- 
stantial evidence to support this con- 
tention. 


a life insurance company re- 
cently carried out an interesting 
investigation based upon a large num- 
ber of applications for FHA loans. 


These applications contain sworn 
statements of the applicant’s net worth, 
his annual income, and the amount of 
his life insurance. The list contained 
very few people with incomes over 
$10,000—bloated bondholders were 
practically nonexistent—but over 98 


per cent of the applicants owned life 
insurance. Even in the lowest income 
bracket—below $2,000—less than 3 
per cent were without life insurance, 
and the amount of life insurance car- 
ried was nearly as large in relation to 
income as in the higher income brack- 
ets. In fact, in the case of those with 
incomes over $10,000, life insurance 
was apparently of less relative im- 
portance than in the case of some of 
the lower income groups. The signifi- 
cance of all this? Simply that if your 
income is above $1,500, you are a very 
exceptional person if you cannot take 
a proprietary interest in the public 
utilities of America because of your 
ownership of life insurance. 

Can the institutional investor who 
placed in utility securities so much of 
the hard won accumulations entrusted 
to his care feel entirely happy with his 
choice of a storehouse for these funds? 
What does he demand of such a store- 
house? First and foremost comes se- 
curity of principal. This is followed 
by the security or regularity of the re- 
turn on the investment. After these 
two cardinal considerations the rate of 
return itself follows as a poor third. 
The idea of speculative profit simply 
doesn’t enter at all. When a man buys 
a life insurance policy, to the extent of 
his investment therein, he has defi- 
nitely turned his back on the possibility 


extensive refundings 


“THERE can be little doubt that .. . 

q have tended to throw an ever-increasing proportion of the 
bonded indebtedness of the electric and telephone utilities into 
the portfolios of fiduciary institutions, such as life insurance 


companies and savings banks. 


The yields offered have 


simply not appealed to individual investors, especially in the 
face of arising stock and real estate market.” 
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of speculative gain. Likewise the 
bonds and high grade preferred stocks, 
which constitute the sole interest of 
the life company investor in utility 
securities, in normal times offer little 
opportunity for capital appreciation. 
Indeed in the present period of abnor- 
mally low interest rates and high 
security prices the scales of chance 
seem to be weighted heavily in the 
opposite direction. 


oo past record of utility securities 
offers much to recommend them 
to the investor of life insurance policy- 
holders’ funds. Their record of de- 
faults during the recent depression was 
much better than that of either the 
rails or the industrials, as is shown in 
Table I. In 1929 over 95 per cent of 
the utility bonds in default were trac- 
‘tion issues, a proportion which de- 
clined to 52 per cent in 1933. In that 
year gas bonds accounted for 14 per 
cent of the utility bonds in default and 
electric light and power bonds for 18 
per cent. Nevertheless the proportion 
of the debt of operating utilities other 
than traction companies to suffer de- 
fault during the depression was insig- 
nificant. This was especially true of 
electric operating companies. 


TABLE I 


PERCENTAGE OF TOTAL LONG-TERM DEBT IN 
DEFAULT OF INTEREST 


1929 1933 1935 
Railroad Bonds ..... 76% 112% 163% 
Industrial Bonds .... .6 8.3 6.8 
Public Utility Bonds 1.8 6.0 4.6 
Electric Utility Bonds .1 2.4 1.5 
Tel. & Tel. Bonds... .0 4.1 


Can this happy experience of utility 
investors in the past be safely pro- 
jected into the future? Present indi- 
cations would lead us to answer this 
question in the negative. It might as 
well be recognized that the utilities, 
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and this applies most particularly to 
the electric utilities, have completed a 
definite period of their history. This 
period has been one of enormous 
physical progress and expansion. It 
has been one of consolidation within 
the industry. Earnings have been 
buoyed by an ever expanding business 
in a field in parts of which a practical 
monopoly existed, and in which for 
the most part regulation has been lax. 


Bia next period of utility history 
is likely to differ materially from 
that on which we have just rung down 
the curtain. Whether he likes it or 
not the investor in utility securities is 
faced with the problem of attempting to 
forecast this period in broad outline. 
In doing so it is dangerous to indulge 
in wishful thinking, to look ahead 
through either the blue glasses of 
vested interest, or the red glasses of 
professional reform. Let us first ap- 
praise the utilities as they exist today. 
It is necessary to differentiate between 
the various divisions of the utility 
business. Let us consider especially the 
electric utilities as being the largest 
division of the business, and the most 
important from the point of view of 
the institutional investor. 

The public utilities supplying elec- 
tricity have certain unusual if not 
unique characteristics. Electricity has 
become a sort of least common de- 
nominator of our entire material civi- 
lization. In many of its applications it 
is without a practical substitute. Or- 
ganizations supplying it are by nature 
monopolistic. There exists a long- 
term trend, almost world-wide in its 
scope, to subject such undertakings to 


‘increasingly rigid public regulation. 


In some instances this regulation has 
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Electric Bonds Owned by Life Insurance Companies 


aa Visa in the case of those electric companies 

which for one reason or another have not 
yet refunded, it is difficult to find an instance in 
which a substantial proportion of the bonds are 
not held by life insurance companies . . . An edu- 
cated guess that at least 25 per cent of the bonds 
of our electric utilities are owned by life insurance 
companies would in all probability be borne out 
by a detailed investigation. And this proportion 


3) 


is increasing steadily. 








extended to the point of limiting the 
earnings of privately owned under- 
takings to a certain rate of return on 
the property valuation. In certain 
other jurisdictions, such as the Prov- 
ince of Ontario, it has advanced to the 
point of establishing a publicly owned 
monopoly. In Sweden control has 
been exercised by direct competition 
between publicly and privately owned 
organizations. This trend toward in- 
creasing public regulation has never re- 
versed itself. It is extremely unlikely 
to do so. Its advance may slow down 
in certain periods but in other periods 
such as the present it will be accele- 
rated. In the light of this hypothesis 
let us consider the various possibilities 
facing the utilities and the manner in 
which the investor is likely to be af- 
fected. 


‘T= utilities may continue to oper- 

ate as private organizations. This 
will doubtless involve the rather gen- 
eral tightening up of public regulation 
as to permissible earnings. There are 
signs that certain important regu- 
latory bodies are taking a decreasingly 
liberal view of what constitutes reason- 


able property value and what a reason- 
able rate of return thereon. In so doing 
they will doubtless serve to strengthen 
the position of the utilities themselves 
in the eyes of public opinion, their ulti- 
mate judge. However this tendency 
does force the institutional investor, 
faced with the prospect of putting 
large sums of other people’s money 
into 30-year utility bonds, to do some 
pretty serious thinking. 

First consider the matter of property 
value. There is a natural tendency to 
arrive at a property valuation by sub- 
tracting the depreciation reserve from 
the book value of the property. But 
beware of such an easy solution on two 
counts. Too many property book 
values are hangovers from the dear 
dead days beyond recall when money 
could be made more quickly by putting 
utility properties together than by 
operating them. Also in the past a good 
many utilities provided for depreci- 
ation and obsolescence on an inade- 
quate basis, and the reserves which 
they have accumulated fall short of re- 
flecting the true measure of depreci- 
ation and obsolescence which has oc- 
curred. Of course there are some 


455 OCT, 14, 1937 











utilities whose property may be con- 
servatively evaluated by subtracting 
the retirement reserve from the book 
property account, and to them the in- 
vestment analyst takes off his hat. 
Nevertheless in a great many cases the 
investor must look outside of the 
utility’s own published statements for 
an answer to the riddle of property 
value. 


ry the present time there is a distinct 
tendency for regulatory bodies 
to revert to historic cost less depreci- 
ation as a basis for the valuation of 
utility property. From the point of 
view of the holders of the senior se- 
curities this basis has much to recom- 
mend it. A practical example will 
illustrate the point. A leading utility 
issued $10,000,000 of 33 per cent 30- 
year bonds. The proceeds were to be 
used to help finance the construction 
of some new property to cost nearly 
$13,000,000. This property consisted 
of 100,000 kilowatts of additional 
steam generating capacity to cost $103 
a kilowatt, and some transmission and 
substation equipment. These bonds 
will be well backed by property with a 
comfortable margin to spare, as long 
as depreciation is properly provided 
for—and the property is valued at his- 
toric cost less depreciation. But sup- 
pose it is to be valued on the basis of 
reproduction value and the price and 
wage levels drop 25 per cent. Our 
margin of property protection has 
evaporated. 

Of course, the stockholder can af- 
ford to take a different point of view. 
If he stands to lose from a falling price 
level he also stands to gain from a ris- 
ing one. But no matter how high the 
company’s profits may soar, the bond- 
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holder will collect only 34 per cent on 
his original investment. To tie the rate 
base to a fluctuating price level is 
equivalent to saying to him, heads I 
win, tails you lose. Certainly the ten- 
dency to base utility valuations upon 
historic cost, exhibited in New York, 
Wisconsin, and elsewhere, has much to 
recommend it to the long-term insti- 
tutional investor. 


iy the analyst can obtain a recently 
made commission valuation of a 
utility’s property his problem is of 
course largely solved. We must, how- 
ever, devote our attention mainly to 
the ninety and nine cases where no 
such valuation exists. If a breakdown 
of the original historic cost of a 
utility’s property can be obtained, the 
problem of arriving at a conservative 
valuation is greatly simplified. Each 
item may then be checked for its rea- 
sonableness, and roughly adequate de- 
preciation may be deducted. Take a 
particular case which, although hypo- 
thetical, is closely enough in line with 
reality to be of some practical interest. 
An electric utility has a property book 
value of $50,000,000 against which it 
has accumulated a retirement reserve 
of $4,000,000. Its debt consists of a 
single $28,000,000 issue of 4 per cent 
first mortgage bonds. Superficially its 
bonds would seem to be well secured 
by property, but let us look closer. The 
total historic cost of its property was 
$39,000,000. The first item consists 
of 30,000 kilowatts of hydro capacity 
which cost $300 per kilowatt to build 
early in the present century. 

This plant may be in as good condi- 
tion as ever, but to yield 5 per cent on 
its historic cost it must sell its output 
at an average rate of 9 mills. If it 
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were to sell this power at 5 mills— 
about the overall cost of power gener- 
ated in a modern steam plant—it could 
support a value of only $167 per kilo- 
watt, and this is the value which we 
shall prefer to allow. The company 
also owns 40,000 kilowatts of steam 
capacity having an average historic 
cost of $130 per kilowatt. Of this 
30,000 kilowatts is in a 6-year-old 
plant to which a depreciated value of 
$100 per kilowatt may be assigned. 
The balance is in old plants built be- 
fore 1920 and is now used only for 
standby purposes. A depreciated value 
of $40 per kilowatt would seem. to be 
giving it the benefit of the doubt. The 
transmission and substation property 
seems to have been built for a reason- 
able unit cost for the type of construc- 
tion involved. Since the distribution 
property is carried at only $100 per 
customer we may probably accept that 
figure. However, the transmission, 
substation, and distribution properties 
are not all new and we can hardly value 
them now at their original cost. As- 
suming them to be in 85 per cent condi- 
tion would require a deduction of 15 
per cent from this cost for depreci- 
ation. The general property may be 
treated likewise. By this rough and 
ready process a valuation for the prop- 
erty of $29,480,000 is obtained. 


e 





D° not misunderstand—this value 
does not necessarily represent 
our idea of a fair rate base. It does 
represent a rock bottom valuation 
below which we could not imagine a 
regulatory body going in arriving at 
a rate base or in establishing a value 
for condemnation purposes. It is an 
ultraconservative figure, but in view 
of the present chaotic state of utility 
valuation who shall blame the investor 
for playing safe? 

In the numerous cases where no 
such breakdown of the historic cost of 
a property is available, the analyst is 
frequently forced to resort to still 
more empirical methods of valuation. 
In such cases conservative unit values 
may be assigned to the various prop- 
erty items. A new steam plant might 
be valued at $100 per kilowatt of ca- 
pacity. Transmission lines may be 
valued at various amounts per mile of 
line depending upon voltages and type 
of construction. Of course utility 
valuations obtained in this way are 
subject to large percentage errors, but 
often the investor has no alternative 
solution to his problem. He can al- 
ways be conservative in his assump- 
tions. ‘ 

Coexistent with the knotty problem 
of valuation is the rate of return which 
utilities may safely expect to be 


TABLE II 
PROPERTY VALUATION OF HYPOTHETICAL UTILITY 


Hydro Generating Capacity 
Steam Generating Capacity 
Transmission Lines 
Substations 
Distribution System 
General Property 

Total 
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Historic Cost Rock Bottom 
Undepreciated Valuation 
$9,000,000 $5,000,000 
Punched peatek even 5,200,000 3,400,000 
8,000, 6,800,000 
4,500,000 3,825,000 
8,800,000 7,480,000 
3,500,000 2,975,000 
39,000,000 29,480,000 
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allowed to earn in the future. At 
present the most widely accepted rate 
appears to be 6 per cent. However 
there is nothing sacrosanct about this 
6 per cent figure, for in the not distant 
past rates of 8 per cent or even higher 
were considered permissible, especially 
in such states as Texas where interest 
rates tend to be higher than average. 


’ is doubtless true that at the present 
time a good many electric utilities 
are earning well over 6 per cent on a 
fair valuation of their property. The 
rate of return allowable in the future 
will no doubt depend on a number 
of factors. Of great importance is the 
prevailing rate of interest on high 
grade securities. At a time when many 
utilities were forced to pay up to 7 per 
cent on their bonds and preferred 
stock, when even the highest grade 
utility bonds paid 5 per cent, and when 
a coupon rate below 43 per cent was 
practically unheard of, a rate of return 
on a utility property of 6 per cent 
seemed modest enough. But at a time 
when a great many utilities have been 
able to borrow a great deal of their 
capital at 34 per cent or even less, a re- 
turn of 5 per cent appears equally 
reasonable. The fact that the United 
States has become a creditor nation 
and that a large part of its physical de- 
velopment has been completed proba- 
bly means that interest rates will in the 
future be materially lower in this 
country than in former times. 
Another point to be considered is 
that most utilities are now large well- 
established concerns as compared to 
the small pioneering enterprises of 
former days. They are therefore able 
to raise capital at a much lower rate. 
This circumstance has already been 
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noted by some state commissions in 
passing on the reasonableness of the 
rate of earnings of utilities under their 
jurisdiction, and in one case a rate as 
low as 5.2 per cent was established as 
reasonable. Taking all of these cir- 
cumstances into consideration it would 
be a bold investor who would defi- 
nitely count on the utilities being al- 
lowed to earn a rate of return of over 
5 per cent in the future. The ultracon- 
servative person would probably set a 
still lower figure. 


oe the strict regulation, 
which is likely to be the price of 
survival of the private utilities, will 
probably hold them much more strictly 
to the allowed rate of return than has 
been done in the past. Applying then 
a 5 per cent rate to the $29,480,000 
valuation of our hypothetical utility, 
we arrive at a minimum allowable an- 
nual return of $1,474,000. This is 
equal to 1.31 times the required interest 
on the bonds. These bonds may there- 
fore be considered reasonably well se- 
cured, although they cannot be re- 
garded as above secondary quality. 
There is one matter with respect to 
which the increasing strictness of pub- 
lic regulation serves to protect the in- 
vestor. That matter is depreciation. 
Scan the income accounts for the past 
half dozen years of a good many utili- 
ties and note the sharp rise in the 
allowance for depreciation and prop- 
erty retirement within that period. 
Some utility men freely admit that in 
prior years many utilities were paying 
out in stock dividends money which 
should have been retained in retire- 
ment reserves. These utilities were 


‘playing the old railroad. game of pay- 


ing out in stock dividends funds which 
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Effect of Regulation and Competition 


6¢ HILE closer regulation may appear to 

hurt the investor by restricting earn- 
ings, it already has shown signs of strengthen- 
ing his position by requiring an adequate de- 
preciation policy... Even in those cases which 
are threatened with direct public competition 
the outlook does not appear as hopeless as cer- 
tain market quotations would indicate. No 
operating utility bond has ever defaulted be- 
cause of such competition in the past.” 





might have been used to increase or at 
least maintain the security behind the 
bonds. The improvement in the record 
may be in part due to a change of heart 
on the part of the utilities themselves, 
but it must be partly attributed to a 
stiffening in the attitude of the regu- 
latory bodies. This improvement in 
the provision being made for depreci- 
ation and obsolescence by many utili- 
ties greatly improves the outlook for 
the utility investor. It is to be hoped 
that those utilities which are still open 
to criticism in this respect will soon 
see the light. 

Closely allied to the subject of de- 
preciation and obsolescence is the mat- 
ter of debt retirement. Recent utility 
bond issues containing mandatory 
sinking-fund provisions have been few 
and far between. It is true that a great 
many issues contain a provision by 
which certain specified amounts must 
be spent for net additions to property 
or for debt retirement. However, as 
long as some utilities continue to carry 
in their property accounts property 
items which have experienced the end 
of their usefulness, such provisions 
provide doubtful protection. In such 
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cases property items which from a 
service point of view are really replace- 
ments are treated as net additions to 
property. While mandatory sinking 
funds may seem out of place in connec- 
tion with a rapidly growing industry, 
are they really so unreasonable? They 
do provide a hedge against that 
great imponderable, obsolescence, and 
against that inevitable day when the 
industry will have passed its zenith and 
has entered upon the downward slope 
which all other industries which have 
gone before have encountered. When 
the utilities need more money they can 
always present their case to the investor 
anew, a procedure which has its points. 
While in the sellers’ market which has 
recently existed, the utilities have been 
able to avoid the insertion of such 
sinking-fund provisions in their bonds, 
a good many investors hope that the 
worm will soon turn. After all, sound 
finance is largely a matter of proper 
provision for debt retirement. 


pasew on to another possibility, 
what if the utilities shall not be left 
to occupy their field undisturbed? 
What if they be taken over by public 
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authorities or if they suffer competi- 
tion at the hands of such authorities? 
Of these two alternatives the former 
is infinitely to be preferred by the in- 
vestor. In such case the investor may 
reasonably hope that a fair price will 
be paid for the property, so that if his 
investment has been conservatively 
made and his securities are fully backed 
by property he may expect to come out 
whole. Perhaps his bonds will be 
guaranteed by the public authority or 
he may be paid off in cash. In facing 
this eventuality it behooves the inves- 
tor to see to it that his bonds are backed 
by tangible property on a conservative 
basis of valuation. A high rate of cur- 
rent earnings in this case can hardly 
provide a substitute for property back- 
ing. 

Finally let us consider the darkest 
possibility threatening the utilities, the 
possibility of direct public competition. 
This possibility threatens to become a 
reality in certain sections of the coun- 
try. How is the investor likely to fare 
if it materializes? Is he likely to be 
wiped out entirely, and if not, to what 
extent is his position likely to deterio- 
rate? It is not likely that these ques- 
tions can be satisfactorily answered by 
any amount of theorizing. Fortu- 
nately the investor may have recourse 
to practical instances. 

In a middle western industrial city 
a private utility serves about 40 per 
cent of the domestic customers, the 
majority of the commercial customers, 
and nearly all of the industrial cus- 


tomers. It also serves a handful of 
small communities thereabout, but the 
great bulk of its business is done in 
the central city. The remaining cus- 
tomers in this city are served by an 
aggressive municipally owned system. 
Domestic and commercial rates 
charged are the lowest in the state and 
industrial rates are not above average. 
At the same time the privately owned 
system has been able to earn right 
along a return on its electrical invest- 
ment which is certainly in excess of 
6 per cent. 


ene the closest historical 
analogy to the situation now facing 
certain private utilities in the Tennes- 
see valley and elsewhere is that faced 
about twenty years ago by the private 
electric company serving Ottawa, 
Canada. This story is worth telling in 
some detail because it illustrates the 
ability of an electric utility to survive 
and prosper under conditions which 
might have been regarded as rather 
hopeless. At the time the Ontario 
Hydro-Electric Commission was 
spreading its lines over Ontario there 
was only one private utility which de- 
cided to stay and compete, rather than 
sell out. This was the Ottawa Electric 
Company. Firmly entrenched in its 
territory, and drawing the bulk of its 
power from the dark waters of the 
Ottawa river which surge through its 
old stone power houses, it was in a 
position to resist. As a preliminary it 
dropped its rates to rock bottom, to a 
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in utility securities at all it is necessary to have faith that 


q “In order to justify the investment of policyholders’ funds 


public authority will not be used ultimately to destroy the 
value of any such investments as are conservatively backed 
by used and useful property. If such destruction finally does 
take place the responsibility must rest elsewhere than on the 
fiduciary institution which was merely acting as trustee.” 


e 


level considerably below the much pub- 
licized TVA rates and of course 
Hydro had to follow suit. The strug- 
gle was on. 

What has been the result after 
twenty years? At the end of 1935 
Ottawa Electric had 22,585 domestic 
and 4,928 commercial customers. 
Hydro had 13,123 domestic and 1,567 
commercial customers. In 1935 the 
private electric company produced 
earnings after depreciation of over 9 
per cent on the depreciated book value 
of its property. It is on the most 
friendly terms with its publicly owned 
competitor. A high official of a large 
private power company living in 
Ottawa told the writer that his own 
home was served by the publicly owned 
system and he saw no reason to change 
over as neither system desired to at- 
tract the other’s established business. 


ie is the record of how two pri- 
vate electric utilities have been af- 
fected by publicly owned competition. 
What conclusions may the investor 
draw from the evidence? Certainly 
not that the public competition may be 
ignored. It is bound to make some in- 
roads on the private company’s busi- 
ness. Theoretically it may destroy it. 
Certainly it will tend to force down 
rates, particularly domestic rates. 
However there are two compensating 


factors working on the side of the pri- 
vate company ; one is the growth of the 
territory, and the other is the growth 
and vitality of the electric business. 
Certainly the investor in a growing 
enterprise, with great possibilities for 
expansion still ahead, which is able to 
sell its product on a remunerative basis 
is in a vastly better position than the 
investor in a static or declining busi- 
ness which has difficulty in selling its 
product or service on terms which en- 
able it to live. 

Such is the advantage of the investor 
in electric utilities over the investor in 
many railroad securities. It is a very 
great advantage which helps to out- 
weigh much that is unfavorable in the 
utility outlook. It therefore appears 
unlikely that public competition will 
spell immediate ruin for the investor 
in a private electric utility if that 
utility is conservatively capitalized and 
its securities are well backed by used 
and useful property. Of course a 
strong bond may deteriorate and a 
weak one be pushed onto the default 
list. After a period of readjustment 
a new status quo will probably be es- 
tablished after the heat of the battle 
between rival ideologies has died away. 


NE interesting by-product may be 
derived from the above dis- 
cussion. At the end of 1935 there were 
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only about 7,500 domestic gas cus- 
tomers in Ottawa and vicinity as 
against 35,668 domestic electric cus- 
tomers. The number of gas customers 
is decreasing and just about the only 
people who now use gas are those who 
cannot afford the initial cost of all elec- 
tric equipment. In the middle western 
city alluded to the gas company is also 
reported to be experiencing hard sled- 
ding. The inference is that where an 
artificial gas company serves a terri- 
tory where competition exists between 
public and private electric systems, the 
gas company and not the private elec- 
tric company is likely to be the chief 
sufferer. 

There is one other train of thought 
which may occur to the investor. The 
mortgage bonds of Tennessee Electric 
Power have recently been selling to 
yield as much as 8 per cent while bonds 
of no greater intrinsic merit but more 
fortunately situated have been selling 
to yield less than half that rate. Sup- 
posing that the worst comes to the 
worst, that a publicly owned power 
system largely financed by Federal 
funds seriously undermines the earn- 
ings protection of the Tennessee bonds, 
at the same time bringing very low 
electric rates to the territory. Is there 
even a reasonable chance that such 
competition will be confined within 
certain restricted areas? Won't the 
people of other areas demand similar 
rates and won’t they employ the same 
means of getting them? Will not there 
be a demand that such Federal ex- 
penditures be equalized with respect to 
all parts of the country? Already such 
a threat is taking shape in the form of 
a number of proposed Federal power 
authorities to embrace all parts of the 
country. What chance therefore has 
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the utility investor to obtain ultimate 
safety by flight from certain immedi- 
ately threatened areas. Such a flight 
is likely to be an unending process and 
is likely to be accompanied by suc- 
cessive capital losses. If there is any 
validity to this line of reasoning the 
Tennessee Electric Power bonds, sell- 
ing to yield 8 per cent, represent better 
value than a lot of other electric bonds 
selling to yield less than 4 per cent. In 
order to justify the investment of 
policyholders’ funds in utility securi- 
ties at all it is necessary to have faith 
that public authority will not be used 
ultimately to destroy the value of any 
such investments as are conservatively 
backed by used and useful property. 
If such destruction finally does take 
place the responsibility must rest else- 
where than on the fiduciary institution 
which was merely acting as trustee. 


| beg us restate in brief the gist of the 
foregoing discussion. In the first 
place we have good reason to believe 
that a large part of the ownership of 
our utilities ultimately vests in the 
great American middle class. Indeed, 
there must be few forms of wealth in 
this country the ownership of which is 
more widely diffused. Up to the pres- 
ent the position of the investor in the 
senior securities of utilities other than 
electric railways has been a very happy 
one. However, the future seems to call 
for greater discrimination than has 
been necessary in the past. Closer regu- 
lation of the utilities appears inevitable 
and earnings are likely to be restricted 
more and more closely to a reasonable 
return upon the property. Under these 
circumstances the strongest peg upon 
which to hang the security of a utility 
investment appears to be a conservative 
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valuation of the property, preferably 
on the basis of historic cost less de- 
preciation. 

While closer regulation may appear 
to hurt the investor by restricting 
earnings, it already has shown signs of 
strengthening his position by requir- 
ing an adequate depreciation policy. If 
some utilities should in the future be 
taken over by public authorities, ade- 
quate property backing should protect 
the investor therein. Even in those 
cases which are threatened with direct 
public competition the outlook does not 
appear as hopeless as certain market 
quotations would indicate. No operat- 
ing utility bond has ever defaulted be- 
cause of such competition in the past. 


‘>. those who take a pessimistic 
view of utility securities we may 
ask the question, “Where is there a 
better field for the investment of trust 
funds?” The railroads perhaps? At 
the present time a considerable propor- 
tion of our railroad mileage is bank- 
rupt, while considerable of the remain- 
der barely escaped receivership. The 
next depression will probably see more 
railroad bankruptcies, for the rails de- 
pend heavily on heavy industry and 
are closely bound to the business cycle. 
During the depression their gross fell 
off half as compared with the modest 
decline of less than 12 per cent suf- 
fered by the electric utilities. Then 
there are the labor cloud and the limited 
possibilities for growth. Remember 
that railroad gross revenue reached its 
peak in 1926. Of course diversification 


will almost demand that the insti- 
tutional investor carry some rail bonds 
in his portfolio, but these must be se- 
lected with care. One large life insur- 
ance company feels that there are only 
fifteen railroads in the country which 
have strong enough credits to merit 
the investment of its funds therein. 

What about industrial securities? 
The answer is that there are few high 
grade industrial bonds available. 
There is a considerable range of indus- 
trial preferred stocks outstanding, but 
most industrial financing has been 
done through common stock issues. 
These are not generally regarded as a 
suitable medium for the investment of 
trust funds. Most industries suffer 
violent fluctuations in the business 
cycle. 

Among the various classes of corpo- 
rate securities, the senior securities of 
our utilities still appear to possess un- 
usual features of strength. They are 
backed by a rapidly growing industry 
which still seems to possess extraordi- 
nary probabilities of future growth. 
They render a service which will con- 
tinue essential barring some truly revo- 
lutionary scientific discovery. They 
are most unusually free from violent 
fluctuations in earnings caused by 
changes in the business cycle. Serious 
threats exist, but they are not in the 
sphere of fundamental economics. 
Where can trust funds be more safely 
stored? To those who still look 
askance at utility securities we can only 
say, if you know of a better ’ole go 
to it. 





“Too many reports and investigations in modern times begin with a big 


wash and 


with a little hangout.” 


—Joun T. MADDEN 
Professor of Accounting, New York School of Commerce. 
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Strikers, Let Utilities Alone 


The public, in the opinion of the author, will not long 
stand for the loss and inconvenience which would 
result from the stoppage of essential utility service. 


By CARLISLE BARGERON 


bor went on a rampage sugges- 

tive of, but not as serious as, 
what is happening today. It had ex- 
tended so far that even newspapermen 
were attempting in several places to set 
up guilds. Then came the great Bos- 
ton police and firemen’s strike. A pub- 
lic that had been tolerant, if not sym- 
pathetic, changed in its sentiment al- 
most overnight. This was going too 
far. The police and firemen served the 
public in an indispensable way. 

Who the strong man was who rose 
to the occasion and gave short shrift to 
this Boston walk-out has been ques- 
tioned ; but Calvin Coolidge got credit 
and it catapulted him into the vice 
presidency whence he later stepped 
into the presidency with the reputation 
of being a strong, silent man. 

In 1922 the railway shopmen of the 
country went on strike. The govern- 
ment stepped in promptly. Attorney 
General Harry M. Daugherty went to 
Chicago and, from a friendly Federal 


a after the World War la- 


judge, obtained one of the most dras- , 


tic injunctions ever issued in a coun- 
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trywide labor dispute in this country. 
It recognized the right of the shop- 
men to strike but that. was about all. 
The efforts of the railroads to operate 
could not in any other way be inter- 
fered with. This writer, at the time, 
considered it manifestly unfair to the 
strikers and it unquestionably caused 
them to lose the strike. But the point 
of this article is that it was widely ap- 
plauded and was criticized in only a 
few quarters. 

To this day, the general public re- 
members Grover Cleveland as the man 
who broke the celebrated Pullman 
strike of his day, and recalls him fa- 
vorably in that light. 

Governor Frank Murphy of Michi- 
gan is friendly to organized labor. He 
pledged himself to further its aims and 
there can be no doubt but that he has 
done everything within his power to 
fulfil that pledge. His attitude is con- 
sidered, more than anything else, to 
have been responsible for the union’s 
victories in the General Motors and 
Chrysler automobile plants. Then 
strikes began all over his state, in ho- 
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tels, in restaurants. Through it all, al- 
though his friendliness towards labor 
was being sorely pressed, he exhibited 
an amazing tolerance. 


Tee developed then, in the zeal 
of labor, strikes in the electric 
power plants in three cities of Michi- 
gan—Bay City, Lansing, and Flint. 
The governor blinked. Hospitals 
were without light or fuel. The three 
industrial cities were at a standstill. 
Not only were the people inconven- 
ienced but their health and lives were 
endangered. Hundreds of thousands 
of people were left groping in the 
darkness. Industry was at a standstill. 
Labor was effectively showing its 
strength. But did it do labor any 
good? Did a public that had been sit- 
ting around partly cheering labor’s 
“onward march” and even condoning 
the sit-down strikes now cheer and 
say: “Hurray, the workers have got 
’em.” 

The public did not. Over all the 
country went the stories of indescrib- 
able situations, inconveniences, stark 
terror. The governor moved ; the state 
moved and the strike was settled 
quickly. It was settled so quickly that 
it was quickly forgotten. Labor’s so- 
called onward march thus suffered 
only a little in public esteem. 

But a few weeks later the switches 
were pulled again. This time it regis- 
tered fully on the public mind. John 
L. Lewis, head of the C. I. O., and 
other C. I. O. officials in Washington 
sought vainly to head it off. Power 
company officials were in Washington 
conferring with them. As late as 6 
o'clock of an evening, Lewis and his 
colleagues were insisting that the 
switches would not be pulled at mid- 


465 


night as had been planned. All diffi- 
culties, it was said, were in the process 
of being ironed out and there would 
unquestionably be an agreement be- 
fore the scheduled hour. But elements 
in Michigan were determined to pull 
those switches at midnight; and pull 
them they did. Governor Murphy, out 
of the state, promptly turned home- 
ward and announced as he did so that 
the power had better be turned on and 
turned on quickly. He was prepared, 
he declared, to tolerate no more non- 
sense. The electricity was turned on in 
a relatively brief time and John L. 
Lewis heaved a sigh of relief. 


Bx coincidence or otherwise this in- 
cident was the high point in labor’s 
so-called onward march of early 1937. 
It soured the labor-friendly governor ; 
it soured the public. The governor has 
since not had so much trouble with 
labor, he has declared, as he has had in 
holding in check the “forces of reac- 
tion.” In attempting that the gover- 
nor must certainly have had a lot of 
trouble. So insistent were these 
“forces of reaction’ that the legisla- 
ture passed a most drastic antilabor 
law, so drastic that he would not sign 
it. A more modified measure—decid- 
edly antilabor in the opinion of the 
C. I. O.—was later enacted. So it ap- 
pears that labor was “onward march- 
ing” right well until it got to fooling 
with public utilities. Since that time, 
in so far as Michigan is concerned, it 
has had to devote its energy not to 
“onward marching” but to resisting 
what it calls the “forces of reaction.” 

Governor Murphy has said that only 
a small percentage of the electric plant 
workers were members of the C. I. O.; 
and the C. I. O. officials have explained 
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privately to newspaper friends that 
most of these members were Com- 
munists. The C. I. O. officials were 
unquestionably embarrassed. There 
are stories in Washington labor circles 
—approximately authentic—that the 
pulling of switches in Michigan was 
intended to be a signal for a nation- 
wide pulling of switches. It didn’t 
work. The common sense of labor 
leaders and of the workers prevailed. 
O* of the quickest ways to effect 

a revolution in this country 
would be to seize and pull the power 
switches. An insignificantly small 
force brought about the revolution in 
Russia by seizing the lines of com- 
munication, the telegraph and tele- 
phone services. But the history of la- 
bor in this country has been that its 
“onward marching” has been abruptly 
checked wherever it has attempted to 
fool with the country’s indispensable 
services—such as those of the great 
public utilities. 

We are a funny people. We have 
our moods. At times we go overboard 
in our feelings for the employer or for 
industry. We give them full unham- 
pered play. Then, all of a sudden, after 
such an experience as we had in 1929, 
we become introspective. We want to 
punish ourselves. Our hearts bleed for 


q 
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that well-known fellow, the Under- 
dog. Then the labor leaders have their 
inning. We sit by and cheer them. We 
glorify them. We reach the nonsen- 
sical conclusions that our business and 
industrial leaders are irresponsible; 
that the fellows who are really smart 
and in whom we can impose complete 
trust are the labor leaders whether 
those leaders are political or profes- 
sional. 

Then this crowd, getting out of 
bounds, turns off our lights one night, 
ties up the train on which we want to 
ride, and the public stake in these con- 
troversies is brought home to us. 


HE big labor leaders recognize the 

interest of the public in public 
welfare and convenience. Talking 
with them privately in Washington, 
this writer is satisfied that the power 
plant strikes in Michigan were beyond 
the C. I. O.’s control. The leaders of 
the railroad brotherhoods, the so- 
called Big Four, notwithstanding their 
periodical appearance of belligerency, 
have no desire to strike. Of course, a 
mediation system has been set up for 
the latter which, while not denying the 
right to strike, makes it impracticable. 
That or some similar form of compul- 
sory arbitration may well be the final 
solution for all labor disputes in public 


“ONE of the quickest ways to effect a revolution in this 
country would be to seize and pull the power switches. An 
insignificantly small force brought about the revolution in 


Russia by seizing the lines of communication, the telegraph 
and telephone services. But the history of labor in this coun- 
try has been that its ‘onward marching’ has been abruptly 
checked wherever it has attempted to fool with the coun- 
try’s indispensable services—such as those of the great pub- 
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utility industries. The public may de- 
mand it. 

This brings us to the obvious truth 
that the utility worker is “on the spot,” 
as compared with other workers, when 
it comes to liberty of action in enforc- 
ing his labor demands. Why can’t he 
take part in these great proletarian 
movements ? He must at times feel the 
restlessness of other workers. Are the 
labor leaders, the public, and the gov- 
ernment all against him? The answer 
is that they certainly are or will be if 
he ever tries to tie up the vital services 
of any great metropolitan center. It is 
not a question of the merits of the dis- 
pute between the company and its em- 
ployees. It is a question of “public 
health, safety, and morals’”—as the 
lawyers say. 

The utility worker under present 
laws has as much right to strike as has 
anyone else. But just let him try it! 
If labor leaders want to see vigilant 
committees organized spontaneously 
and quickly, just let utility workers 
pull a “sit-down” in a power or gas 
plant. 


HE utility workers, however, are 

no worse off in respect to the pub- 
lic interest in their work than are the 
owners of the business. Because of 
this interest the investors in public 
utilities are subjected to more rigid 
regulation by the government than are 
the investors in other business enter- 
prises. The owners of public utilities 
cannot pick or choose their customers, 
as can the owners of other business; 
nor can the public utility owners 
charge what they please for their serv- 
ice. The government fixes utility rates 
and limits profits. It does not fix prices 
in other lines of business. 
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The utility owners invest in utilities 
with the knowledge that the public in- 
terest in the business is so special and 
great that the public can and will regu- 
late that business. So the owners do 
not have the same freedom that the 
owners in other kinds of business 
have. 

Public utility labor has not yet been 
subjected to government restraints. 
But it can be and will be if labor lead- 
ers go too far and tie up the utilities 
by strikes which bring widespread loss 
and inconvenience to the public. The 
public interest in strikes in most lines 
of business is indirect and not immedi- 
ately seen. In the utility business the 
interest is direct and perceived at once. 

Up to date there has been little cause 
for strikes in the utility industry. The 
industry has been relatively undis- 
turbed by labor trouble. The problem 
of labor has not been one of its major 
worries. Its major troubles have been 
with the politicians. Its wages and 
general labor policies have generally 
been above the average; and few in- 
dustries, indeed, have offered greater 
opportunity to the white collar class. 


O NE source of danger to the prog- 
ress of the union labor move- 
ment is the knowledge gained from re- 
cent controversies, that a relatively 
small group of employees can tie up a 
mass production industry throwing 
thousands out of work, coupled with 
the apparent lack of power of represen- 
tative leaders to control the action of 
such irresponsible groups. 

Now, it might happen that some of 
the leaders of subordinate irrespon- 
sible groups, having observed their 
power to tie up mass production in- 
dustries, might decide to try their 
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Labor’s Biggest Problem Today 


¢6¢ T Azor’s biggest problem today is to hold its gains against the 

country’s change of sentiment, against its present lack of 

sympathy. It might quickly lose public support if it fools too much 

with the public utilities. The fact is that the turning point in public 

sympathy for union labor came about the time of the strikes in the 
Michigan power plants.” 





hands on public utilities with the same 
“public be damned” attitude which was 
once charged against the owners of the 
railroads. 

At present the indications seem to 
be in the opposite direction. The union 
labor leaders are developing a revived 
respect for public opinion; a humbler 
attitude is taking the place of their 
grandiose bid for power. Mr. Lewis 
has made a lot of noise. He has 
boasted and he has strutted and he has 
made the hair of many people stand on 
end. But at this writing he only claims 
some 3,000,000 members and when he 
comes to checking up on how many he 
actually collects dues from, the count 
will be considerably less. Assuming he 
has 3,000,000 though. This added to 
the 3,000,000 or so of the American 
Federation of Labor totals only 6,000,- 
000 workers of a potential 38,000,000 
or sO wage earners in this country. 
There is a serious question as to 
whether the current labor movement 
will get much farther. 
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-_—— public has become aroused 
over labor’s excesses. Vigilante 
movements have sprung up in Michi- 
gan, in Ohio, to a lesser extent in 
Pennsylvania. The old wave of what 
labor sarcastically calls the “forces of 
reaction” is indisputably setting in. 
The friendly labor governments and 
labor itself have had to divert some of 
their energies to combatting these 
forces. In the minds of many Wash- 
ington observers the country’s next 
problem will be to hold these forces in 
check, to keep the pendulum from 
swinging back too far. It is natural. 
As stated before, we move in cycles. 
The point for immediate consideration 
is that labor, instead of extending 
much further, has to fight to hold its 
own. 

Already there are demands, vocifer- 
ous demands, for government regula- 
tion of labor. William Green, presi- 
dent of the American Federation of 


‘Labor, despising the C. I. O., has told 


this writer that one of his greatest jobs 
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today is the warding off of unfriendly 
labor legislation. 

Then there is government domina- 
tion of labor that the new captains of 
labor must consider. Government has 
already moved into the regulation of 
business and industry in full force. It 
was many years ago that the right of 
government was established to regu- 
late the utilities—those industries di- 
rectly charged with a public interest. 
Now the battle has moved on. Utili- 
ties are charged with defending 
straight out government ownership, 
while to business and industry gener- 
ally is left the task of fighting govern- 
ment control. It may be that in this 
respect also the leftward swing of the 
politico-economic pendulum has about 
reached its extreme point. But assume 
for argument that it has not. Assume 
that the government is definitely on 
the way to control all of our industrial 
and business activities and that labor 
continues on the “onward march.” 


he this event government control of 
labor is inescapable. Such ardent 
friends of labor as Senators Robert L. 
Wagner and Robert M. LaFollette 
freely admit this. In fact, just such a 
situation as this—government control 
of industry and labor—is, in their long 
range view, what they would call an 
ideal of government. Their only ob- 
jection to government control of labor 
now is that it is not yet fully organ- 
ized. Industry, as they see it, is. 

Six million organized workers out 
of a potential 38,000,000 is, Senator 
Wagner has told this writer, nothing 
to be alarmed about. But it would 
seem to be of importance to labor that 
its friend visualize the day when it 
along with everything else will be un- 
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der government control. The only dif- 
ference between the friends and the 
enemies of union labor, so to speak, is 
that the latter are clamoring for gov- 
ernment control now. 

Messrs. Lewis and Green, you can 
rest assured, are not looking as far 
ahead as such “friends” of labor as 
Messrs. Wagner and LaFollette. They 
do not anticipate any government con- 
trol of labor. They are out to get mem- 
bers and are playing along with labor’s 
“friends” to that extent. They have 
encouraged the New Deal in its ef- 
forts to reach further into the field of 
control over business and industry, 
and even agriculture, as a matter of 
playing ball. They do not realize that 
they may have to swallow the same 
medicine they are helping the govern- 
ment to dose industry. They don’t look 
to the day when they will have so many 
members that the government will 
have to control them. When the gov- 
ernment sets up minimum wages, reg- 
ulation of hours, and the like, there 
won't be much need for their jobs. But 
the brute truth is that they don’t ex- 
pect to get that many members. 

The threat of organization has got- 
ten the wage earner much farther than 
actual unionization. 

Naturally, there must be some or- 
ganization before this threat of organ- 
ization carries any force. The answer 
is moderation. A 100 per cent organi- 
zation of the wage earners of this 
country will not carry them as far as 
the part organization has carried them 
in the past. 


i was a conception of the old NRA 
that all industry would be organ- 
ized on the one hand, and all labor or- 
ganized on the other. The two groups 
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would then negotiate with one another 
through their representatives here in 
Washington. That situation may come 
about. Certainly the trend since March 
4, 1933, has been in that direction. I 
can’t imagine a more intolerable state 
in which to live, a more intolerable 
state for labor, a more intolerable state 
for industry. 

But the counter forces already set- 
ting in raise doubts about the realiza- 
tion of this objective. Returning pros- 
perity brings a confidence on the part 
of the people, on the part of labor, on 
the part of industry. It is a fact that 
unionization efforts are under their 
greatest handicap when the dinner pail 


is filled. Agitators can be bought for 
a dollar a dozen then. 

We are at present returning to that 
state. Labor’s biggest problem today 
is to hold its gains against the coun- 
try’s change of sentiment, against its 
present lack of sympathy. It might 
quickly lose public support if it fools 
too much with the public utilities. The 
fact is that the turning point in public 
sympathy for union labor came about 
the time of the strikes in the Michigan 
power plants. That is the way to test 
a community of strike lovers. Turn 
off their lights, their gas, or their 
water. They will get indignant and de- 
nounce the strikers every time. 





Public Service a la Don Quixote 


RNIE Pyle, who writes a travel column for the Washington (D. C.) 
E Daily News, has come across a strange home generating plant on 
the farm of H. J. Dehlinger, just outside of Buffalo, S. D. It is a wind- 
mill made out of an airplane propeller hooked up to a generator which, 
in turn, charges a set of batteries. 

It takes a 7-mile wind to start this mill charging, but the winds in that 
section are blowing so steadily and vigorously, that there is scarcely 
ever a calm during the day. In fact, Dehlinger had to put a governor 
on the mill to limit its revolutions to 250 a minute so it won't fly to 

ieces in a gale. From this windmill plant (which is said to be one of 
but three in the country), Dehlinger gets light, water pumping, re- 
frigerator, radio, and laundry appliance service. It cost about $500, but 
the upkeep is negligible. Unfortunately, it could not be used in less 
windy environs. 

Another strange angle of the situation is that Dehlinger’s son works 
in the town’s municipal light plant, but one can hardly blame the family 
for passing up the central station service, because, according to Ernie 
Pyle, “The rate paid by Buffalo citizens is 20 cents a kilowatt hour.” 
If that’s not the tops for this country, it must be pretty near it. 
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Letter to a Utility President 


Thoughts of a friendly outsider on company 
relations with its customers 


By RALPH B. COONEY 


our challenge is an interesting 
Y¥ one—ana fair. It is true that I 

have been having my say about 
the importance of utility men becom- 
ing public leaders. And it is equally 
true that I haven’t presented any par- 
ticular plan whereby that end might be 
achieved. 

You will understand, of course, that 
I, as an outsider, have ventured to talk 
so freely about your business for just 
one reason—your business is every- 
body’s business. Whether you like it 
or not, yours is a public responsibility. 
You must, therefore, expect individual 
members of the public—like myself— 
to express all sorts of opinions on 
matters, which in other types of busi- 
ness enterprise, would remain subjects 
of your own private concern. 

I have simply been urging utility 
executives to face this fact, accept its 
implications, and act like men who un- 
derstand both the obligations and op- 
portunities of public responsibility. 
As one of the public I feel that I have 
the right to do this. But when it 
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comes to telling experienced business 
leaders just what to do—and how to 
do it—I must admit to a considerable 
diffidence. After all, I wear no pro- 
fessorial robe. 

Naturally, I have ideas on the sub- 
ject. You have been good enough to 
ask what they might be, and I am more 
than pleased to pass them on to you. 
They are neither clever nor compli- 
cated—but they do call for a generous 
expenditure of time, thought, and 
energy. And they do represent a defi- 
nite departure from the conventional 
type of public relations program. 

The extent of this departure lies in 
the distinction between the word 
leadership and the word relations. The 
objective of the typical public relations 
program is the creation of a vague 
cushion of uncritical friendliness and 
good will which it is hoped will ease 
the utility company’s way when the 
going gets rough. The objective of the 
public leadership program is the cre- 
ation of a respect for the man-power 
at the head of a utility sufficiently 
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strong to assure active community sup- 
port under all circumstances. 

The former is preferred by most 
business executives because the neces- 
sary work can be accomplished by pro- 
fessionals hired for the job. It leaves 
the big shots free to run the business— 
and since they are business men they 
figure that’s what they ought to be 
doing. 


uT where a business has come to 
assume a vast public responsi- 
bility, something more than vague 
friendliness is necessary if its place in 
the economic and social order is to be 
maintained. It must command respect. 
And that takes public leadership. 

Which brings me to my first piece 
of specific advice. 

The “public leadership” job must 
be assumed by a major company execu- 
tive—preferably by the man who 
stands as his organization’s president. 
If this is impossible, it should be as- 
signed to another executive, definitely 
identified as one of major importance 
and known for his participation in the 
formulation of the company’s policies. 

It should NOT be given to anyone 
bearing the title of Public Relations 
Director. 

I say this so positively because this 
title has become too closely associated 
with mere good-fellowship. The work 
to be undertaken under a sincere public 
leadership program cannot be accom- 
plished through mere golf-playing, 
hand-shaking, luncheon-giving, and 
club-joining. It must involve a 
thorough research job into the social 
structure of the communities in- 
volved; it must represent a complete 
familiarity with the public’s attitude 
towards the utility company and the 
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things it stands for; it must produce 
company policies reflecting an under- 
standing of the public welfare, and it 
must demonstrate all this interest in a 
human embodiment who will sym- 
bolize the company to all within its 
sphere of influence. 


is command respect outside the 
company, our man must be known 
to possess authority within the com- 
pany. 

To simplify this letter, let us assume 
that you are accepting this responsi- 
bility for yourself. You have come to 
feel that it is the most important job 
you can be doing, and you have turned 
over your routine executive duties to 
your associates. Where shall you 
start? 

As I see it, you must begin with a 
vigorous program of self-education. 

Now—you doubtless have in your 
files—and, for that matter, in your 
head—a great assortment of infor- 
mation about the half-a-state which 
your company serves. You must know 
a great deal about the economic condi- 
tions prevailing in your territory. You 
have charts and graphs and reports 
covering the many factors which in- 
fluence the volume and character of 
the business you are doing. 

But, for all this, I wonder how well 
you know your region as a living 
cross-section of the national scene. 
How carefully have you traveled over 
this area you serve? How many of its 
towns and villages and farms and for- 
ests have you seen with your own 
eyes? How many of its people have 
you seen in the flesh? Are their spirits 
low or high? What are they seeking 
for their communities? What are they 
seeking for themselves? 
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— for a little while, that you 
forget that this is a territory 
served by your utility company. Think 
of yourself as an investigator charged 
with the responsibility of learning all 
about a strange part of the country— 
finding out not only what it is like but 
also what makes it that way. 

Approached in this spirit, several 
primary steps come to mind. First, 
you will probably start studying your 
maps of the region — looking with 
fresh eyes at the geography, at the re- 
lation of cities to towns, at the influ- 
ences exerted by rivers and hills and 
other physical conditions. Second, 
you will want to turn to your history 
books. Your region is what it is— 
partly because of its geography and 
partly because of its history. Refresh 
your mind on the nation’s history— 
then turn tc a couple of state and local 
histories; you will find many things 
that throw interesting and informa- 
tive side lights on current situations. 
Third, give some time to the reports 
of various governmental agencies 
which show economic, industrial, agri- 
cultural, and population conditions as 
they exist in your region. Today, the 
best compendiums of this information 
are to be found, helpfully correlated, 
in the reports of the state planning 
boards. 

With all this behind you, devote 
yourself to an intensive study of the 
newspapers published in the section. 


Read the big-town papers and the 
small-town papers. Read the local 
news, the editorials, and the advertise- 
ments. Particularly the advertisements 
—for they reflect local needs and 
standards of living more accurately 
than any other material appearing in 
the press. 


An then—bring the whole picture 
to life by going out and seeing it 
for yourself. First, however, take the 
time to read—or reread Middletown 
and Middletown in Transition by the 
Lynds. Do this for just one reason— 
to remind yourself just how much ma- 
terial familiar places can yield to the 
truly inquiring mind. 

Start out by chartering a plane and 
flying over the region — back and 
forth, up and down. Make the map 
itself come true. With that picture 
fresh in your mind, come down to 
earth and hit the highway! 

Tour the back roads as well as the 
main thoroughfares, stop at tourist 
homes and cabin camps as well as at 
the hotels to which you are accus- 
tomed, pause to talk to small-town 
store keepers and lunch-room proprie- 
tors. Visit the bankers and the key 
business men, of course, but give some 
time to the little fellows, too. Drop in 
to neighborhood movie houses and 
drug stores, loiter in the big depart- 
ment stores, and observe what people 
are buying. Visit factories, see yourself 


for example, Owen D. Young and the late E. A. Filene— 


q “|. the evidence is clear that when business leaders—tke, 


have ventured into the public eye with opinions concern- 
ing the public interest their views have been met with practi- 
cally universal respect, even when their ideas have been far 
in advance of the times.” 
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how the community’s industrial life is 
moving. Ride busses and street cars. 

Watch building activity. Spend 
some time out on the edge of the towns 
where the new houses are going up. 
See what standards of living they re- 
flect. Mix with the prospects who come 
to look them over. 


b * dctd county fairs, community re- 
unions, baseball games, and as 
many other popular gatherings as you 
can. Observe the public’s capacity to 
have a good time. If your company 
goes in for exhibits at local celebra- 
tions (and it should) hang around 
your own booth. You may learn little 
things of more than passing interest. 

In short—compress as much of the 
living that is going on in your region 
into your own personality as is hu- 
manly possible. 

As I read back over what I have 
just written, I find myself picturing 
your reactions to these suggestions. I 
think I hear you saying “But this is a 
job for a research man or one of those 
public relations fellows. This will 
take weeks of time—and I’ll end up 
with a lot of information I could get 
just as easily from a good assistant.” 

One answer that I could make 
would be “Well, have you ever thought 
of even having a good assistant do just 
this job?” 

A good assistant could do a great 
deal of this work—provided that your 
imagination and his reportorial ability 
were equal to the task of creating in 
your mind a picture vibrant with life. 

But I feel that I must again repeat 
that yours is a business of the people 
—touching their welfare to an exten- 
sive and intimate degree — and that 
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your company’s existence as a private 
enterprise depends, in the long run, 
upon your ability to gain and retain 
the people’s confidence. Since the re- 
tention of that confidence will, sooner 
or later, come to depend upon a display 
of public leadership upon the part of 
yourself, you must place foremost 
among your responsibilities the acquisi- 
tion of a thorough understanding of 
the people you hope to influence. That, 
I submit, can be obtained only by a 
complete and detailed acquaintance- 
ship with the facts which determine 
their outlook and opinions. 


eer. it is a good idea to assign 
a capable assistant to this work. 
It will be a continuing activity, and 
you cannot keep on depending upon 
the facts gleaned from one initial sur- 
vey. You must keep up to date at all 
times, and you would be wise to have 
a man constantly in the field, charged 
with the sole responsibility of keeping 
you informed on general conditions 
throughout your territory. 

But that’s looking ahead a bit. Your 
first job is to get the basic picture es- 
tablished in your consciousness. 

Let’s assume that you’ve gone ahead 
and done just that. You've got the 
feel of the section in your bones, so to 
speak. You know something of what 
your public feels about things. You 
know what some of its problems are. 
You are now ready to find out where 
and how you can most effectively enter 
upon the stage of public interest. 

The answers to these questions must 
rest upon a thoughtful analysis of 
what all this information means. You 
have gathered together a vast assort- 
ment of facts, impressions, and ideas. 
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Time for Public Leadership 


ei Be have genuine value, a program aimed at the establishment 

of public leadership must not be deferred until the moment 

when controversy muddies the waters. It should be instituted and 

developed while the coast is clear and the sun is shining. It should 

be keyed upon a declaration of responsibilities and not a defense of 

privileges. It should look ahead. It should embody concrete pro- 
posals. It should be candid.” 





How do they fit together? What’s 
right with the picture and what’s 
wrong? Where lies its strength? 
Where its weakness? 

You will find answers to these ques- 
tions gradually taking form in your 
mind. Crystallize them into clear 
statements of belief. Write a platform 
directed at improving the general wel- 
fare of your territory. Determine the 
stand which you as an individual feel 
you should take upon the questions 
which in your mind are of vital im- 
portance to your communities. 


N® does it matter what stand you 
take—so long as it does not rep- 
resent a greedy pursuit of mere com- 
mercial advantage—and so long as it 
is based upon facts honestly stated and 
rings of sincerity. The things you de- 
cide to stand for may concern matters 
already agitating the public mind— 
they may, on the other hand, relate to 
questions not as yet recognized as af- 


475 


fecting the general interest. You may 
stand for causes receiving general 
public approval, or you may take the 
side of a minority. If you are frank 
and sincere, if you stand by your guns, 
if your knowledge is sure, neither you 
nor your company will suffer. 

One reason business leadership is at 
so low an ebb in the eyes of the public 
is found in the business man’s fear of 
openly taking sides on public ques- 
tions. Yet the evidence is clear that 
when business leaders — like, for ex- 
ample, Owen D. Young and the late 
E. A. Filene—have ventured into the 
public eye with opinions concerning the 
public interest their views have been 
met with practically universal respect, 
even when their ideas have been far 
in advance of the times. 

Their proposals have not met with 
100 per cent approval. That isn’t neces- 
sary. So long as the respect is there, 
agreement or disagreement is of sec- 
ondary importance. 
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S° take your stand on those things 
which, in your honest opinion, 
mean the most to the general welfare 
of the territory your company serves. 
Take it openly as an officer of a utility 
company, fully conscious of the obli- 
gation it owes to the civilization it has 
done so much to create. And tell the 
world about it! 

In other words, get out before the 
public and tell them what you are 
thinking. Appear personally before 
the people throughout your territory. 
Talk to them with your own lips. Let 
them watch you while you are doing it. 
Watch their reactions with your own 
eyes. Tell them about your objectives. 
Offer them your ideas for the attain- 
ment of these aims. Be a living man 
speaking with a living tongue. 

A half a dozen public speeches, well 
prepared, will do more to convince 
your public that you are a man with an 
interest in their interests than all the 
advertising, all the statements, all the 
canned public relations material at 
your command. 


And all you have to do is to let the 
right people know that you are avail- 
able for the right type of public gath- 
ering. I’d wager right now that within 
the past six months you’ve turned 
down at least ten speaking invitations. 
In the future, don’t. Accept them, in- 
stead. 

In this connection, may I urge you 
not to ignore the smaller cities in this 
matter of personal appearances. In 
these smaller places, important people 
are a much greater novelty than they 
are in the metropolitan centers. And 
they command much more attention 
both from the newspapers and from 
the people generally. A “major-league” 
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business man is a source of real excite- 
ment in a county-seat town. 


AS the story of your public appear- 
ances gets around, as pertinent 


views on questions of deep community 
concern are voiced by you, interest in 
those views will grow. Almost auto- 
matically, you will find yourself in a 
position to catch the public eye just 
about as often as you desire. You will 
be asked to make more speeches, you 
will receive a growing volume of re- 
quests for interviews and statements 
and articles, you will be urged to par- 
ticipate in an ever-widening variety of 
movements aimed at community bet- 
terment. 

Working along these lines, speaking 
as a utility man but not as a utility 
man interested only in his company’s 
selfish aims, you will find that, slowly 
but surely, you will be heard, you will 
be believed, and you will be followed. 

At this point I think I hear one final 
objection. ‘But utility men have gone 
to the public before. And what did it 
get them ?” 


The history of the utility executive 
as a would-be moulder of public 
thought is principally a history of 
rear-guard actions. Most of the 
speeches have come after the utilities 
have been attacked, and they have 
been devoted to defenses of the utility 
companies’ rights. 

To have genuine value, a program 
aimed at the establishment of public 
leadership must not be deferred until 
the moment when controversy mud- 
dies the waters. It should be instituted 
and developed while the coast is clear 
and the sun is shining. It should be 
keyed upon a declaration of responsi- 
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bilities and not a defense of privileges. 
It should look ahead. It should em- 
body concrete proposals. It should be 
candid. 


HE question that remains is: “Is 
it worth the time and energy nec- 
essary to put it over?” 


against your interests today is a highly 
personalized one—the force of politi- 
cal leadership. The only thing that 
can keep that very human force in 
check must be another human force— 
a human force exercised through per- 
sonalized business leadership. 
Very truly yours, 


I believe it is—and for one specific 
reason. The greatest force working 


Rall B Coren 








How to Start a “Better Service” Crusade 


f >= New Yorker recently contained an interesting discus- 
sion of a one-man crusade started by one Leo Fish, who is 
determined to force more widespread use of escalators, espe- 
cially in such public places as metropolitan railway and subway 
terminals. Mr. Fish, it appears, will accept no compromise, 
whether it be elevators, magic carpets, or bean stalks. He wants 
escalators and he wants a lot of them. But The New Yorker 
was particularly interested in the Fish crusade technique. It 
stated : 


We were curious about the proper method of getting a crusade un- 
der way, and asked Mr. Fish how he had managed his. He told us 
everything, right from the very first moment he had the idea. It came 
to him on the last Monday of 1936. “Suddenly,” he said, “like the 
theory of relativity came to Einstein.” His first move was to write to 
the New York Central. He received a reply from a Mr. Palmer, say- 
ing that their Mr. Regan would look into the matter. Mr. Regan 
called, discussed the problem with Mr. Fish, and said he would file 
a report. Then Mr. Fish went into the publicity angle of the campaign, 
writing letters to New York and Westchester papers. Some dozens 
of people answered his plea for support, and others telephoned him, 
one exclaiming, “God bless you, Mr, Fish!” He achieved a hearing 
before the transit commission, which hasn’t yet ventured an opinion. 
He also wrote Grover Whalen, suggesting that escalators would be 
handy in handling extra-heavy World’s Fair traffic. Mr. Whalen re- 
plied that it wouldn’t be right for him to express an opinion, And 
there, at the moment, matters rest. 


Well, that seems simple enough if you like to go in for that 
sort of thing. But we wonder if Mr. Fish can tell us how to 
stop a crusade once it is started. 

(Ed. Note: The foregoing has no relation whatever to the new Fish 
elevators at Bonneville dam.) 
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Keeping Up with 
Uncle Sam 


By FRANCIS X. WELCH 


to various pundits and observers 
still seem to be puzzled about the 
real significance of the action taken by 
the Federal Reserve Board last month in 
freeing a healthy chunk of “sterilized” 
gold and lowering the rediscount rates. 
It was an obvious reversal of the anti- 
inflation policy we heard so much talk 
about last winter; but why? 

In private conversation, Treasury ex- 
perts hint at vague, varying, and often 
conflicting reasons. There is talk of the 
need of greasing the market with a little 
easy money to offset the stiffening re- 
action to war scares. Then, too, it seems 
that many of those buyers and builders 
who went under the glib label of “de- 
ferred activity” in the assured appraisal 
of New Deal economists of a year ago 
are still deferring their activity. They 
have not yielded to the necessity of “‘irre- 
ducible replacements” nor to the threats 
of mounting prices. 

One thing is certain, however, and that 
is that the Treasury is nervous about the 
slackening flow of money for government 
borrowing. A suspicion is beginning to 
penetrate into Washington via its finan- 
cial agencies, that business is beginning 
to find the cost of government regulation 
and reform more of a burden than the 
New Dealers anticipated. Secretary Mor- 
genthau, in particular, is not happy over 
the outlook. 

His position is somewhat complicated 
by the buoyant enthusiasm with which 
the President is said to be planning a big 
push all along the “must” line at the next 
congressional session. 

The Secretary is much too loyal to 
argue the point with the President, but he 
has probably been thinking the same 
thought that Editor Raymond Moley has 
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been writing; namely, that it is about 
“time for us to consider, as the French 
have had to do, whether we can afford at 
once all of the reform we have talked 
about and still continue to live in the style 
to which we have become accustomed.” 

Certainly, if the Federal Reserve finds 
it necessary to pull any more boards from 
the inflation barrier set up in the gold 
reservoir before next January, Congress 
will begin to ask similar embarrassing 
questions about additional reform legis- 
lation. 


ft Bow who were in attendance at the 
recent conference of state governors 
at Atlantic City bring back word of some 
surprisingly heretical reactions to the 
speech of Governor Aiken of Vermont 
bitterly attacking the Federal government 
for what he believes is a gigantic power 
grab. Governor Aiken was one of those 
rare specimens in attendance. He was a 
Republican governor in office. ( New Jer- 
sey’s Hoffman and Maryland’s Nice 
made it a trio.) For this distinction he 
was accorded not only full liberty of ex- 
pression, but careful attention by his 
Democratic confreres. 

It was hardly to be expected, however, 
that good Democrats would stand up and 
cheer when Governor Aiken accused the 
New Deal of trying to rob and cheat 
states out of all rights to water-power 
sites. He was referring, of course, to the 
action taken at the last session of Con- 
gress when the administration blocked 
the New England states flood control 
compact because Federal rights over 
water power were not adequately pro- 
tected from state preémption. 

Of course, no Democratic governor 
went on record as seconding Governor 
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Aiken’s denunciation of a Federal gov- 
ernment power steal, but the applause 
from the New England contingent was 
immediate and liberally augmented by 
applause from some of the Western 
states. Southern members preserved an 
icy silence. 

After the formal session was over, 
there were verbal reénactments of the 
Civil War in the taprooms and guest 
rooms of the Atlantic City hotel where 
the convention was held. If Daniel Web- 
ster had come back to this mortal scene, 
however, he would no doubt have been 
sorely puzzled to hear New England gov- 
ernors argue hotly about “states’ rights,” 
while southern executives drawled im- 
pressively about the necessity for Fed- 
eral control of “ahwer grayt natcherl 
reezorces of watah powah!” 

Governor Aiken’s speech reminded this 
writer so much of another governor’s de- 
nunciation of Federal invasion of a state’s 
water rights that he could not resist the 
temptation to look back through old files. 
Sure enough, there it was—a letter writ- 
ten back in August, 1931, by the gover- 
nor of New York state to former Presi- 
dent Hoover demanding to know what 
was going on between the Federal gov- 
ernment and the Dominion government 
concerning the St. Lawrence treaty. 

The letter from Albany bristled with 
insistence on the sovereign rights of the 
state of New York in the St. Lawrence 
water power and warned the Federal gov- 
ernment in no uncertain terms to keep out 
of its affairs, Yes, you’ve probably 
guessed it now. The letter was written by 
Governor Franklin D. Roosevelt. 


PEAKING of water power, there seems 

to be some difference of opinion 
about the financial prospects for the pro- 
posed Grand river dam in Oklahoma, for 
which the President recently approved a 
$20,000,000 PW A loan-grant. In Decem- 
ber, 1936, the National Resources Com- 
mittee considered a smaller and more re- 
stricted Grand river project (estimated 
at $9,000,000) and placed it on the “de- 
ferred construction” list with the remark 
that “there is no present market for this 
power.” In announcing the PWA loan, 


479 


however, Secretary Ickes stated: “In a 
special survey the Federal Power Com- 
mission has indicated that there is an am- 
ple market for this potential energy in the 
surrounding urban and rural areas.” 

Maybe things have changed a lot in a 
year in Oklahoma. Or maybe there was 
no market for a $9,000,000 dam but a 
good chance for a $20,000,000 job. Any- 
how, the moral of the story seems to be 
that if the NRC can’t find a market for 
power, send the FPC. 


w= on the subject of PWA loan- 
grants for local public power plants, 
it is quite likely that the next session of 
Congress will witness a renewed drive by 
certain congressmen for Federal pap in 
the form of power benefits. This time, 
however, the demands will not be for 
Federal money for new projects but for 
a remission of indebtedness on old ones. 
Seems that way back in Teddy Roose- 
velt’s day, the Federal government 
adopted a national policy of financing 
irrigation projects. Most of them were 
small, not many of them involved power, 
and all of them were supposed to be self- 
supporting. Little was heard of them. 
There was trouble, however, from the 
very beginning about cost allocations and 
power rates. Suppose a project was paid 
for; who should thereafter receive rev- 
enues from power operations? The gov- 
ernment which built the project, or the 
water users who paid for it? All this, 
mind you, was before the day when the 
Federal government began charging off 
so much to navigation and so much to 
flood control, etc. The irrigation custom- 
ers were supposed to pay for the works. 
Under the New Deal, however, the 
Federal government has been making 
such indirect subsidies and outright free 
grants for its own huge hydro projects. 
Now the older project patrons are be- 
ginning to wonder why they should be 
expected to pay their entire bill when 
newcomers like Bonneville, TVA, and so 
forth, are getting such liberal mark- 
downs gratis from Uncle Sam. It’s the 
old story of the early laborers in the vine- 
yards complaining about the master’s 
liberality to the eleventh hour arrivals. 
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Stock Decline Outruns 
Business Dip 


HE sharp decline in the stock market 

has continued unbroken for about 
six weeks except for minor temporary 
rallies. While it is difficult to measure 
the general effects on business con- 
fidence, the more immediate results will 
undoubtedly be felt in the steel and 
mining industries and related lines. 

The railroad equipment industry had 
already been affected by a considerable 
reduction in new orders, pending adjust- 
ment of railroad wage demands; and 
approaching settlement of this issue 
should help to clarify the situation some- 
what (although the rate increase de- 
cision, also a factor, will take longer to 
work out). Machinery lines have been 
irregular for some months, although 
August showed an unexpected gain. 

The brightest current picture is in re- 
tail trade, where substantial gains over 
last year are now being reported, par- 
ticularly in the farm belt ; to what extent 
the belated upturn is due to favorable 
weather, and to what degree to price 
concessions or other factors, is hard to 
determine. Carloadings have been in a 
down-trend (after seasonal adjust- 
ment) for several months, but the latest 
figure indicates a moderate upturn. 
Electric power output for the week 
ended September 18th continued to fol- 
low its recent trend, the gain over last 
year dropping to 5.1 per cent compared 
with 6.2 per cent in the previous week ; 
the Times seasonally-adjusted index, 
which has fluctuated between 105-10 
since early in January, has now slipped 
a little below the 105 level. 

The decline in stocks would appear 


OCT. 14, 1937 


and 
Comment 


By OWEN ELY 


much less formidable if the artificial ad- 
vance of June 15th-August 15th could 
be ignored. The Dow-Jones industrial 
average on September 28th was only 
about 8 per cent below the June 14th 
level ; a few days earlier it was close to 
that level. The utility index was 24.08, 
compared with 25.46 on June 28th, a net 
drop of 5 per cent. The rail index, how- 
ever, is about 20 per cent under the June 
figure, having failed to participate much 
in the July advance. 

Because of the rapid change in day- 
to-day conditions, today’s comment may 
be of little value by the time it is read. 
While stocks may eventually move 
lower in response to the current check 
to new orders for the heavy industries, 
a substantial interim rally sometime in 
the near future would give business men 
who take their cues from the stock 
market a breathing spell to recover their 
shattered morale. 


¥ 


Utility Financing Programs 


HILE new bond issues have for 
some weeks been largely limited 
to tax-exempts (with total financing in 
the fortnight ended September 18th 
amounting to only about $12,000,000), 
some utility companies are planning new 
issues. Ohio Edison (Commonwealth & 
Southern system) has filed registration 
for $8,500,000 first mortgage 4s of 1967, 
which were eligible for offering Sep- 
tember 29th. 
Central New York Power Corporation 
(formerly Niagara Public Service Cor- 
poration) has registered $48,344,000 


1 Series “B” general mortgage 3} per cent 


bonds due 1962, of which about one-fifth 
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will be used for construction of a new 
steam generating station and transmis- 
sion facilities. Idaho Power Company 
has also filed a registration for $18,000,- 
000 first mortgage 33 per cent due 1967, 
of which a part will be used in connec- 
tion with improvements. Allowing for 
the usual 20-day period, the two latter 
issues should be ready for offering about 
October 7th. 

There are increasing indications that 
much utility construction work is being 
financed through the medium of bank 
loans ; leading commercial banks in New 
York city are said to have added sub- 
stantially to their portfolios of loans to 
utility operating companies in recent 
months. Moreover, it seems likely that 
this tendency will continue, regardless 
of market conditions, until the legal 
deadlock between the utilities and the 
SEC is broken. However, refunding 


operations will doubtless continue when- 
ever markets are favorable. 

Appalachian Electric Power Com- 
pany, principal subsidiary of American 
Gas & Electric Company, is planning re- 


funding issues totaling about $65,000,- 
000, divided about $50,000,000 mortgage 
bonds and $15,000,000 debentures. The 
registration statement may be filed some- 
time around October Ist, unless general 
conditions are too chaotic. 
Detroit Edison Company, which has 
a heavy plant improvement program as 
ell as $15,000,000 bonds eligible for re- 
funding after October Ist (when the re- 
demption premium drops to 105), will 
probably defer action until next year. 
It was planned early last spring to issue 
additional capital stock, and 500,000 
hares were authorized to cover future 
eeds ; but the present market makes re- 
ourse to a stock offering impracticable. 
Nhile, therefore, President Dow has 
ontinued his policy of replacing obsolete 
Pquipment with the most efficient facili- 
ies obtainable, these are being financed 
hrough bank loans. Construction work 
ow in progress or definitely planned for 
ext year may total in the neighborhood 
Df $9,000,000. Many of the economies 
which are gained from this moderniza- 
on program have been passed on to the 
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consumers in the form of lower rates. 


WwW" Penn Power Company will 
probably have to issue additional 
common stock to finance its growing 
business, according to testimony of Vice 
President Ross before the SEC. Mr. 
Ross also discussed the plans of Ameri- 
can Water Works for new financing to 
complete its system-revamping program 
recently submitted to the SEC. He 
stated on September 14th that a sales 
price of $25 to $30 a share was antici- 
pated (under more normal market con- 
ditions). With current earnings of $1.60 
per share, Mr. Ross thought that the 
stock should normally sell at 15-20 times 
earnings. The subsequent decline in the 
stock to 14, however, may force a re- 
vision of these plans. 

The $6-9,000,000 cash which the com- 
pany expects to raise through eventual 
sale of stock might be used to purchase 
common stock of Potomac Edison Com- 
pany or to make advances (or buy stock) 
of Monongahela West Penn Public 
Service Company, in both cases to cover 
construction work now in progress. Fol- 
lowing his testimony, Mr. Ross was 
questioned regarding “write-ups” by 
subsidiaries and also regarding the large 
number of subsidiaries (there are 151 
companies in the system). 

Officials of Columbia Gas & Electric 
Corporation were interested spectators 
at the American Water Works hearings, 
since they have a similar program under 
discussion with the SEC. Should the 
system obtain a clean bill of health from 
the SEC under the “death sentence” 
clause, this would pave the way for capi- 
tal readjustments which might be of 
considerable benefit to stockholders. 
Much system simplification has already 
occurred and elimination of two more 
intermediate concerns would probably 
complete this program. Both the gas and 
electric properties seem to be well in- 
tegrated from a territorial point of view. 
Columbia Gas has practically completed 
the refunding program of its sub- 
sidiaries, but over $200,000,000 of its 
own debenture bonds and preferred 
stocks might be eligible for refunding 
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under favorable market conditions. 

Northern States Power Company of 
Minnesota expects to do its permanent 
financing next year, using bank loans to 
take care of any 1937 needs. The com- 
pany has asked the SEC to permit re- 
classification of 275,000 shares of pre- 
ferred stock as a convertible issue. 

Sometime ago The Wall Street Jour- 
nal listed some $400,000,000 financing 
which seemed definitely in prospect dur- 
ing the fall, as follows: 

Rochester Gas & Electric .. 

Consolidated Edison 

Central New York Power .... 

Appalachian Power 

Public Service of Colorado ... 

Ohio Edison 

Idaho Power 

Commonwealth Edison 


Of the above, only about $78,000,000 has 
thus far been registered, and the pend- 
ing Appalachian Power registration has 
apparently been reduced some $20,000,- 
000. Of the $400,000,000 program, the 
Journal estimated that about one-eighth 
would be for new capital purposes and 
seven-eighths for refunding. 


Sd 
Troubles of the New York 


Tractions Continue 


TOCKHOLDERS of Brooklyn-Manhat- 
tan Transit who have watched their 
stock decline this year from 53 to 93 
must now forego dividends, directors 
having omitted the disbursement due 
September 20th. The irony of the situa- 
tion is that CIO labor leaders charge 
that the company is making more money 
than any other traction company in the 
city and that profits are more than ample 
to increase wages. Thus far a strike has 
been postponed by Mayor LaGuardia 
who has asked both sides to submit their 
differences to negotiations. Continuance 
of the present traffic decline, plus the big 
rise in labor costs involved in the union’s 
demands, would mean insolvency in less 
cg a year according to President Men- 
en. 

Chairman Dahl, at a hearing Septem- 
ber 22nd before the fact-finding board 
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appointed by the mayor, offered (in lieu 
of the 12 per cent pay raise asked by the 
union) to devote to pay-roll purposes all 
net revenues over and above taxes, fixed 
charges and maturing obligations which 
the company will receive between Octo- 
ber 1, 1937, and October 1, 1938. The 
offer was rejected by the union. The 
hold-up character of the strike threat 
was indicated by the statement of Harry 
Sacher, counsel for the Transport Work- 
ers Union, that “the cost of a strike to 
the company will be tremendous. It will 
mean a loss of at least $3,000,000 to the 
company for the first month alone, ona 
conservative estimate. The company, by 
granting the union’s demands, can buy 
its peace without inconveniencing the 
citizens of Brooklyn.” 

Mr. Sacher scoffed at the company’s 
plea of possible insolvency, pointing to 
a $20,000,000 surplus said to have been 
amassed out of earnings. The use of 
such an argument indicates the childish 
and superficial logic frequently used by 
labor representatives. Obviously the 
amount of surplus on the company’s 
books does not represent its cash re- 
sources and has no relation either to cur- 
rent earning power or the cash reserves 
which might, for a time, protect it from 
insolvency. The union’s refusal to ac- 
cept all net income during the coming 
year, before any is made available to 
preferred or common stockholders, 
further illustrates the inconsistency of 
the labor demands. 

Two subsidiaries of B.-M. T. have ap- 
pealed to the U. S. Supreme Court fora 
refund of taxes paid New York city 
under the 3 per cent levy on gross in- 
come. 


HE recent stockholders’ meeting oj 

the Interborough Rapid Transi 
Company, the first held in many year: 
was unable to elect a new directorate be 
cause of the lack of a quorum. How 
ever, the fact that the Bigelow com 
mittee controlled nearly all the 105,00 
shares. represented at the meeting 
seemed to indicate possible success fo 
the new group interested in the com 
pany’s affairs. Ernest A. Bigelow prq 
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sented a formal resolution requesting the 
present board of directors to convene in 
a special meeting to obtain the resigna- 
tion of several members, thus paving the 
way for new elections, and he was ap- 
pointed to confer with the board to this 
end. 

Mr. Bigelow’s program would include 
reorganization of the system under the 
National Bankruptcy Act, following 
settlement of the dispute over the Man- 
hattan lease. This, however, might re- 
quire new Federal legislation, and if this 
is not obtained a friendly reorganization 
would be attempted. 

He expressed the opinion that the ele- 
vated properties, as originally leased, 
have continued profitable, the later ex- 
tensions constituting the difficulty. He 
also felt that disaffirmance of the lease 
might endanger the contracts which In- 
terborough has with the city, and hence 
would prefer that both companies take a 
united stand on unification proposals. 

Meanwhile, the system has continued 
to lose ground slowly due to the gradual 
encroachment of the Independent Sub- 
way system. In August the number of 
passengers declined 2.63 per cent com- 
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Approx. PerShare Sept. 24 


Sept.24 Earnings 


pared with last year, and after adjust- 
ment for last year’s extra Saturday there 
was a decline of 3.75 per cent. Receiver 
Murray blamed part of this showing on 
weather conditions and the increased 
number of vacations, however. 

Charles Franklin, counsel for the 
Manhattan Railway Company, an- 
nounced September 21st that he would 
apply for a court order directing pay- 
ment of the October Ist coupon on the 
Manhattan Railway Consolidated 4s. He 
forecast swift developments, not only in 
the solution of the Interborough-Man- 
hattan tangle, but also with regard to 
modified unification proposals following 
the November elections. 

Third Avenue Railway, also affected 
by the rising costs which have hit New 
York city tractions, has passed the in- 
terest on its adjustment 5 per cent bonds. 


Utility Price-earnings Ratios 
Drop Sharply 


ASED on the closing prices of Septem- 
ber 24th, 21 utility stocks were 
selling to average about 10.8 times the 


1935 


* 1936 1936 
; Ratios 


Price- Ratios Ratios 


Closing 12 Mos. End. Earnings (Dec. 31 (Highest (Lowest 


Prices 
American Gas & Elec 25 
American Lt. & Tract. ............ 14% 
American Power & Light 7 
American Water Works 
Columbia Gas & Electric 
Commonwealth & Southern 
Com, SEE UN, ES occa secs ceus 
Con. Gas of Baltimore 
Detroit Edison 
Electric Power & Light 
Engineers Public Service 
Federal Light & Tract. .......... 
National Power & Light 
Niagara Hudson Power 
North American Co. ............ 
Pacific Gas & Electric 
Pacific Lighting 
Public Service of N. J. .........- 
Southern Calif. Edison 
United Gas Improvement 
United Light & Power 


June 30,’37 Ratios Prices) Prices) Prices) 
$2.39 


10.5 17.8 21.5 8.9 
12.9 15.1 5.7 
56.5 
17.6 
44.2 
42.3 
20.8 


20.9 
18.3 
43.2 
50.4 
10.6 
15.0 
26.1 
20.4 
16.1 
15.1 
18.8 
13.3 
18.7 
32.6 
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1.88 
53 
1.59 
48 
19 
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earnings for the twelve months ending 
June 30th, compared with the following 
average ratios for other periods: Ratio 
of 1936 earnings to December 31, 1936, 
prices, 22.3 times ; ratio of 1936 earnings 
to 1936 record high prices, 25.5 times; 
and ratio of 1935 earnings to 1935 record 
low prices, 6.8 times. While, therefore, 
utility stocks are now undoubtedly on 
the bargain counter in relation to earn- 
ings, it is interesting to note that they are 
still selling at somewhat higher prices in 
relation to earnings than at their lowest 
levels in 1935, when they were depressed 
by passage of the Utility Act. 

The accompanying table giving de- 
tailed figures is based in part upon a 
statistical study by Dow-Jones, adjusted 
for subsequent changes in market prices. 

On the last page of “Financial News 
and Comment” is our regular tabulation 
of interim earnings statements, which 
continues to indicate remarkable gains 
in income available for stockholders. 
When third quarter figures are available 
(in about six weeks) these will afford 
a much better insight into the current 
trend. Since only four or five of the 
large systems report monthly net income, 
it is impossible to construct any index of 
current earnings except by use of the 
quarterly figures. While the table con- 
tains a number of returns for periods 
ending July and August, the monthly 
figures are combined with those for the 
preceding eleven months (or other 
periods) which prevents obtaining a 
clear picture of the immediate trend. 


¥ 


Corporate News 


OLUMBIA Gas & Electric Corpora- 
tion and six Ohio subsidiaries, 
together with certain officials, are being 
sued for $42,000,000 in the Common 
Pleas Court by John L. Davies of Colum- 
bus on behalf of himself and other gas 
users. The suit asks an injunction 
against further adulteration of natural 
gas, an accounting of $14,000,000 funds 
collected from consumers, and triple 


damages. The suit, which came during 


a rate hearing before the utilities com- 
OCT. 14, 1937 
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mission, has been ascribed to “politics’ 
by an official of the company. 

Stock of Canadian Hydro-Electric 
Corporation, Ltd., is being exchanged for 
that of Gatineau Power Company, and 
the 5 per cent preferred and common 
stocks of the latter company are being 
admitted to the New York Curb. 

The reorganization managers of Peo- 
ples Light & Power Corporation have 
filed a brief with the SEC in connection 
with the proposed reorganization plan 
to which the commission’s staff objected. 
Percival E. Jackson, counsel for a group 
of New York security houses, tuld the 
commission that his clients had traded 
in about $1,500,000 of the new com- 
pany’s securities on a “when-issued” 
basis. Judge Nields of the U. S. Dis- 
trict Court had already confirmed the re- 
organization plan. The reorganization 
managers hold that many “innocent 
purchasers” of the when-issued con- 
tracts will suffer severe losses if the SEC 
withholds its approval. 


gene ye Gas Works Company, 
subsidiary of United Gas Improve- 
ment Company, has proposed to the city 
council of Philadelphia a plan to lease 
the city-owned gas plant and operate it 
for ten years under a commission with 
rate-fixing powers. The present gas rates 
for domestic use begin at 90 cents, but 
Mayor Wilson in a campaign for 50-cent 
gas has warned that the present lease 
will be terminated. 

Consolidated Edison Company has an- 
nounced that holders of over two-thirds 
of New York Steam Corporation pre- 
ferred stock have accepted the plan of 
exchange for the parent company’s $) 
preferred stock, and that the plan ha 
become effective. 

Action on the proposed dissolution 0 
South American Utilities Corporation, 
which was formed through reorganiza 
tion of Intercontinents Power Company, 
a subsidiary of American Equities Co 
has been postponed, since insufficier 
holders of Intercontinents Power deben 
ture 6s have converted their securitie 
to South American Utilities preferret 
stock to accede to the plan, 
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Western Union Telegraph Company payments of 75 cents each. July net was 
has deferred further payments on its only about 10 per cent of last year’s 
common stock, following three quarterly figure, although earnings were up. 


7 


INTERIM EARNINGS STATEMENTS 





No.of End System Earnings per Share (a) 

Peo- Months of Last Previous PerCent PerCent 
have fg Electric & Gas Included Period Period Period Increase Increase 
ction | American Gas & Electric 12 July 31 (b) $2.45 $2.05 20% 

1 American Power & Light (Pfd.) .... 12 July 31 6.45 5.42 19 
Pian American Water Works ........... 12 June 30 (c) . 1.30 bo 
cted. Boston Edison 12 June 30 (c) é 9.19 oe 3% 
TOU Cities Service P. & L. (Pfd.) June 30 (c) : 10.51 S4 
1 the Columbia Gas & Electric June 30 (c) . 0.51 a 5 
adel Commonwealth Edison 7 July 31 (b) . 0.91 - 
ade’ =Commonwealth & Southern (Pfd.).. 12 July 31 (b) . 7.31 
com-@ Consolidated Edison, N. Y. 12 June 30 (c) é 1.97 
sued” Consolidated Gas of Baltimore June 30 (c) } 2.53 

Dis-@ Detroit Edison . Aug. . 8.61 
1e re- Electric Power & Light (1st Pfd.). June (c) . 7.16 

ks Federal Light & Traction 2 June : 2.59 
ation International Hydro-El. (Class “A”) 3 June 
ocent™ Long Island Lighting June 


con-™ Middle West Corp. June 30 
SEC National Power & Light Aug. 31 
p Niagara Hudson Power June 30 
North American Co. June 30 

Pacific Gas & Electric June 30 

pany, Public Service Corp., N. July 31 


‘rove-| Southern California Edison (e) . June 30 
+ @ Stan. Gas & Elec. (Pr. Pfd.) 2 June 30 
€ city Stone & Webster June 30 
lease United Gas Improvement 12 June 30 
‘ate it United Light & Power (Pfd.) July 31 
with Gas Companies 
American Light & Traction July 31 
Brooklyn Union Gas June 30 
Lone Star Gas June 30 
Pacific Lighting June 30 
Peoples Gas Light & Coke July 31 
United Gas Corp. (1st Pfd.) June 30 


sl elephone & Telegraph 
American Tel. & Tel. (e) June 30 10.20 
General Telephone June 30 1.61 
Western Union Telegraph July 31 2.11 


N 
NN Sete 
SSRRES 


sm] raction, etc. 
Brooklyn-Manhattan Tran.(Pfd.)(e) 2 Aug. 31 (b) 0.33 
Greyhound Corp. 12 June W (c) 1.62 ke 
Twin City Rapid Transit June 30 (c) 1.70 ; 25 


Systems outside U.S. 
Amer. & For. Power (Pfd.) June 30 (c) 7.41 4.01 85 
International Tel. & Tel. 6 June 30 (c) 0.67(d) 0.26(d)158 


(a) On common stock, unless otherwise indicated following name of company; in some 
cases, Federal surtax not deducted. 

(b) Report also published for month ending same period. 

(c) Report also published for quarter ending same period. 

(d) Excludes Spanish subsidiaries and Postal Tel. & Tel. Co. 


(e) Parent company only. 
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Can a Power Shortage Happen Here? 


N the fifty years’ life of the electrical 
industry in America there has never 
been a real national power shortage. 
There were perhaps a few close calls in 
certain localities during the stress of the 
World War period. Since then, how- 
ever, there has been no apprehension 
over power supply, aside from rare and 
isolated instances involving hydroelec- 
tric production at water-power sites suf- 
fering from prolonged drouth. These 
shortages, however, were but temporary 
in character and the increasing availabil- 
ity of standby service through intercon- 
nection promises to make such conditions 
practically negligible in the near future. 
On the other hand, the power indus- 
try found itself somewhat embarrassed 
on the whole by surplus capacity dur- 
ing the depression period with its almost 
daily diminishing average load. Never- 
theless, two years ago when the depres- 
sion was hardly fait accompli, the Fed- 
eral Power Commission made a report 
to Congress to the effect that a national 
power shortage some time in the future 
would be a distinct possibility if the in- 
dustry permitted business activity to re- 
turn to 1929 levels or better without tak- 
ing steps to increase capacity and mod- 
ernize plant installation. 

This was vigorously denied at the 
time but since then the power industry 
has been ordering generating equipment 
at an ever-increasing rate. It will spend 
about $150,000,000 on increased ca- 
pacity in 1937 and equipment produc- 
tion has already broken all records. 


- HE old argument popped up again 
several weeks ago during hearings 
on the Norris “seven TVA’s” bill which 


the recent Congress decided to leave to 


cool off until the next session. Testify- 
ing before the Senate Agriculture and 
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Forestry Committee, John D. Battle, 
representing the National Coal Associa- 
tion, stated: 


What are the facts with respect to present 
electric power installed capacity in relation 
to present consumption? The facts are, and 
the figures are those published by the Fed- 
eral Power Commission, that at the pres- 
ent time nowhere in the country is there any 
shortage of power, but on the contrary, 
present installed capacity greatly exceeds 
present demand, 

So far as capacity and demand is con- 
cerned, here is the situation in a nutshell: 


36 million kilowatts; 

sideration makes possible the installation of 
52 million additional kilowatts of capacity. 
At 60 per cent utilization the present in- 
stalled capacity is capable of generating 192 
billion kilowatt hours; at the same rate of 
utilization the projected capacity would be 
capable of generating 276 billion kilowatt 
hours. Actual production in 1936 amounted 
to 113 billion kilowatt hours. This was 59 

r cent of the potential production of exist- 
ing plants, 41 per cent of new 
duction, and only 24 per cent of t 
output of the existing and new plants com- 
bined. 

I will not read, but with the permission 
of the committee, I desire to file as a part 
of my testimony here today, a table (Ex- 
hibit A) in which the attempt is made to 
show in complete detail, by conservation dis- 
tricts, the capacity of existing power plants 
and the potential additional capacity under 
the terms of this bill. The zones used in the 
table are those set up by the Federal Powe! 
Commission in its report on its power sur 
vey. The boundaries of those zones do no! 
coincide nage | with the boundaries of 
conservation districts established by 
bill; but in view of the magnitude of 
figures involved the slight variation in di 
trict boundaries is inconsequential. 


Mr. Battle’s “Exhibit A” was in pa 
as shown on page 487. 


NSWERING Mr. Battle, the Fede 
Power Commission, in a letter t 
Senator James P. Pope, chairman of th 
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subcommittee considering the bill, stated 
that it was a “misleading statement.” 

On the contrary, the letter stated, as a 
result of its National Power Survey 
conducted in 1934-35, the commission 
found and declared that upon the re- 
sumption of normal industrial activity 
shortages of power would exist in many 
districts throughout the United States, 
unless immediate steps were taken to 
provide new generating capacity ; the ca- 
pacity of plants then existing being esti- 
mated at 2,325,000 kilowatts less than 
the demand for power that would ex- 
ist upon resumption of normal industrial 
activity, assuming the maintenance of 
normal reserve capacity. 

That the commission’s forecast, pub- 
lished early in 1935, of a power demand 
for 104 billion kilowatt hours was quite 
conservative is shown by the fact that 
the output of electric energy in 1936 
reached 113,600,000,000 kilowatt hours, 
although many industries have not yet 
fully resumed their predepression rates 
of production. The commission’s letter 
continued : 

Recent reports clearly indicate that many 
utilities are now operating without ade- 
quate reserve capacity and with no imme- 
diate provision to care for their rapidly 
growing loads. Under these conditions, if 
there should be a breakdown of one of 
their larger generating units, service would 
be interrupted with serious inconvenience 


not only to the consuming public but also 
to commerce and industry. The danger of 


such breakdowns is greatly increased when 
generating plants are continuously operated 
at or above their rated capacity. 

Many utilities are now seeking to meet 
this situation by the purchase and installa- 
tion of additional equipment. We are ad- 
vised, however, that the electric equipment 
manufacturers are unable to guarantee de- 
liveries of such equipment for many months 
in the future. These facts, which are fully 
confirmed by articles appearing in the pub- 
lications of the electric industry, completely 
refute Mr. Battle’s statements r ding 
the adequacy of existing generating ca- 
pacity. 


a of Mr. Battle’s declara- 
tions regarding undeveloped 
water-power sites and the effect of their 
possible future development upon the 
coal industry, demonstrates that they 
are also without foundation, the com- 
mission stated. Analyzing Mr. Battle’s 
estimate that 199,165,680 tons of bitu- 
minous coal would be replaced by the 
construction of undeveloped water 
powers, the commission asserted that the 
total of coal consumed in generating 
electricity for public use in 1936 was 
42,024,960 net tons; and that in zones 
where the largest undeveloped water- 
power sites exist relatively little coal is 
used in generating electricity. 
Illustrating the “absurdity” of Mr. 
Battle’s predictions, the commission 
pointed out that in the Pacific North- 
west, where Mr. Battle predicts that 59,- 
277,600 tons of coal will be “replaced” 


INSTALLED CAPACITY AND 1936 OUTPUT OF EXISTING POWER PLANTS, 
AND POTENTIAL ADDITIONS TO CAPACITY UNDER S§. 2555, 
BY CONSERVATION DISTRICTS 


Existing Power Plants 


Installed 
capacity 
(thou- 
sands of 
kw.) 


Potential 
production 
60% 


capacity 


84,054 
45,175 

9,513 
14,070 
11,863 
19,531 


13,736 8,241 


1936 
actual 
produc- 

tion 
(Millions of kw. hr.) 
47,881 
29,102 
4,990 


Potential Increases 
60% utilization 
Excess 
over 
present Per 
produc- cent 
tion used 


Potential 


production 
(thou- 100 % 60% 
sands of utiliza- utilisa- 
.) tion tion 
(Millions of kw. hr.) 
5,886 51,561 
3,605 31,580 
10,826 94,837 
3,431 30,056 
1,523 13,341 
15,664 137,217 
11,694 102,439 


Installed 
capacity 


36,173 
16,073 
4,524 
6,688 
4,780 
7,687 
2,921 


57.0 


FSSRHF 
AnVUap 





320,748 192,447 


113,602 
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52,629 461,031 276,619 
OCT. 14, 1937 





PUBLIC 


| | 


hi 


i 


iH 


Hil 
i 


i } 
| | ! 


i 


OMA 
il ‘|| a 
| i z= 


WALI 

Ht 
| 
{I 


Wil 


| 
| 


The Columbus Dispatch 


by the development of water-power 
sites, only 78 tons were consumed for 
the generation of electricity for public 
use during the entire year 1936. In eight 
states no coal whatever or an infinitesi- 
mal amount is used in generating elec- 
tricity. In nine more states use of coal 
for this purpose in 1936 amounted to less 
than 30,000 tons each. 

Nine-tenths (88 per cent) of the coal 
consumed in generating electricity is 
used in the Northeast and Middle West, 
which have only 12 per cent of the na- 
tion’s undeveloped water power, the 
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TEACHER AND PUPIL 


commission added, while the other fiv4 
zones, embracing the remainder of th 
United States, which have nearly nine 
tenths (88 per cent) of the undevelopet 
water power, consume only 12 per ce 
of the coal used in generating electricity 
The commission concluded : 

In other words, if all the undevelope 
water-power sites in these regions shoul 
be developed for the purpose of generating 
an estimated annual output of 241 billio 
kilowatt hours, they would displace a pre 
ent use of only 4,856,392 tons of coal. T 
is a little less than one per cent of thi 
coal produced in a normal year before thi 
beginning of the depression. 
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RESIDENT C. W. Kellogg of the Edi- 
P son Electric Institute gave a different 
viewpoint on the possible power short- 
age. He said that “in the twelve months 
ending April, 1937, the increase in elec- 
tric generating capacity was 800,000 
kilowatt hours, and another 800,000 
kilowatt hours is now in the process of 
installation.” He added that modern 
equipment permitted the utilities to run 
as much as 20 per cent above stated ca- 
pacity at intervals and that there hasn't 
been a national shortage of power in fifty 
ears and hints that there isn’t likely to 
be any in the near future. 

According to the Electrical World, the 
power industry had 34,466,000 kilowatt 
hours of generating capacity in Decem- 
ber, 1936—a figure slightly larger than 

e estimate of the Edison Electric Insti- 
ute (34,076,000). If 800,000 kilowatt 
ours are added before December, 1937, 
herefore, the industry’s generating ca- 
pacity will be in the neighborhood of 35,- 
000,000 at that time. Analyzing the pro- 
spective demand in the light of these fig- 

res, Business Week stated: 


But consumers, at peak periods, call for 
all or most of the juice available, and at 
other times take hardly any. Thus the effec- 
tive figure over a week’s time is usually 
under 40 per cent of the potential supply. 
On this basis, using the higher figure for 
generating capacity, the industry can expect 
to turn out about 2,370,000,000_ kilowatt 
hours a week at the end of the year. 

The largest week ever recorded so far 
was 2,298,000,000 kilowatt hours in the seven 
days ended July 17th. Thus there still is a 
modest reserve. But will there be a reserve 
just before Christmas when, every year, 
the highest point for the twelve months is 
reached ? 

That’s not so easy to say. A slump in 
business could assure it. It is a cinch that 
the utilities will call on all their standby 
equipment, and may even hook up some 
“retired” generators. 

But, before the depression and the hold- 
ing company law with its “death sentence,” 
the utilities always tried to keep ahead of 
demand. They spent more than $281,000,- 
000 on generating equipment in 1929 and 
$325,000,000 in 1930. That put them on easy 
street until the big push started in 1935. 

Consumption kept right on soaring in 1936. 
It has been running 12 per cent and 


13. per cent ahead of 1936 thus far 
in 1937. Utilities have been ordering tur- 
bines at a great rate for eight or nine 
months, and it now takes eighteen to twen- 
ty-four months to get delivery. 

If the week before Christmas this year 
were to run 12 per cent ahead of 1936 
the consumption would reach a figure of 
2,574,000,000 kilowatt hours against the in- 
dustry’s ability to produce about 2,370,000,- 
000. But industrial demand is flattening out, 
and it’s unlikely that weekly gains over 1936 
will exceed 5-8 per cent late this year. 

A convenient measure of what the peak 
week in December will be is a projection 
from the high week in June. In years of 
pretty good business, such as 1928, 1929, 
1930, 1034, 1935, and 1936, the gain from 
June to December has averaged 10.16 per 
cent ; the smallest gain, in 1934, was nearly 7 
per cent. Using these percentages, the high 
week in December should be between 2,- 
395,000,000 and 2,465,000,000 kilowatt hours. 
And it will be noted that both figures are 
above probable capabilities of the gener- 
ators which then will be operating. 

By running, as Mr. Kellogg suggests, at 
20 per cent above rated capacity, the util- 
ities can probably just about squeeze 
through in most cases. 


HE biggest danger, however, as the 


FPC points out, is that some big 
generating plant will break down under 
the strain if operations have to be 
stepped up above rated capacity for ex- 
tended periods. Thus, it may well be 
that utility men will be saying prayers 
for a very definite Christmas present 
next December in the form of a month 
of sustained effectiveness in equipment. 
After the December peak the industry 
should be well out of the woods with 
the increasing delivery of turbine orders 
and the completion of spring installa- 
tions. 

—F. X. W. 
CREATION OF REGIONAL CONSERVATION AU- 
THorITIES, Argument by John D. Battle in 
opposition to S. 2555. Senate Subcommittee 


on Agriculture and Forestry hearing. July 
1, 1937. 

STATEMENT by Federal Power Commission in 
answer to argument presented by John D. 
Battle at hearing on the Norris Bill (S. 
2555). Release No. 231. Federal Power 
Commission, July 26, 1937. 

ARGUE OVER Power CAPACITY. 
Week. August 7, 1937. 


Business 
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Debate Literature on Public Ownership 


HEN the National University Ex- 

tension Association decided on 
government ownership of the electric 
industry as the proposition for high 
school student debate during the scho- 
lastic year of 1936-37, it was to be ex- 
pected that the release of a number of 
new books on the subject would be 
inspired. The most interesting exhibit 
adduced in this connection was the 
Tenth Annual Debate Handbook, spon- 
sored by NEA’s own Committee on 
Debate Materials and Interstate Co- 
Operation, and edited by Professor 
Bower Aly of the English department 
of the University of Missouri. 

This work is in two paper-covered 
volumes, each about the size of an ordi- 
nary issue of Pustic Utivities Fort- 
NIGHTLY, and yet so compact as to con- 
tain 220 pages of text (each), including 
thirty-seven signed articles (some ex- 
pressly prepared by the authors, others 
reprinted) and numerous shorter arti- 
cles, references, quotations, and a very 
well selected bibliography. A mere re- 
cital of names of the featured authors 
will give a ready indication of the di- 
versity and impartial balance attempted 
by the editor. 

In addition to a factual exposition of 
the question and some debating instruc- 
tions and suggestions by Dr. Aly, the 
list includes: Professor Roy E. Curtis, 
Carl D. Thompson, Frank A. Newton, 
Harry W. Laidler, Warren M. Persons, 
Arthur E. Morgan, Wendell L. Willkie, 
Dr. Joy Elmer Morgan, Dr. David 
Friday, Morris L. Cooke, H. C. Bald- 
win, Judson King, William M. Car- 
penter, Francis X. Welch, Henry G. 
Wells, Edna C. MacMahon, Eliot Jones, 
Truman C. Bigham, James C. Bon- 
bright, Gardiner C. Means, Professor 
Martin G. Glaeser, Dexter M. Keezer, 
Stacy May, Professor Herbert B. Do- 
rau, A. Murray McCrimmon, Marquis 
W. Childs, H. S. Bennion, C. C. Lin- 
nenberg, Jr., the late Delos F. Wilcox, 
Dr. George Otis Smith, and J. Maurice 
Clark. 
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P cere familiar with the literature 
of this subject will readily per- 
ceive that Dr. Aly has assembled here 
about as representative and balanced ; 
group of commentators on public own- 
ership as anyone could want. In fact, 
one might be tempted to go somewhat 
further and say that Dr. Aly has cor- 
ralled nearly all of such commentators, 
One need only add such conspicuous 
absentees as Senator Norris, Charles W. 
Kellogg, David Lilienthal, Samue’ Fer- 
guson, and about a dozen others, and 
Dr. Aly would have just about a com- 
plete gallery. His selection also repre- 
sents a wide variation in treatment. Not 
all of the articles are partisan in tone. 
Some are purely factual statements put 
in obviously for background material. 
As to the relative excellence of the 
argument, there will naturally be much 
difference of opinion. This reviewer 
liked very much the hint given by Dr. 
Aly in the passage reprinted in the be- 
ginning of the second volume from 
Lincoln Steffens’ autobiography. In 
that passage the late Mr. Steffens point- 
ed out the futility of trying to fix re 
sponsibility for abuses on any particular 
group. Some said it is the wicked poli- 
ticians who are to blame, but Mr. Stef- 
fens found them on the whole “pretty 
good fellows.” The politicians blamed 
the business man, but here again Mr. 
Steffens found business men neither 
better nor worse than the politicians. 
Could the responsibility be fixed at all? 
It was the same old story. Adam 
blamed Eve and Eve blamed the ser- 
pent. Mr. Steffens slyly concluded that 
it was the apple that was to blame. 
But like most other clever explana- 
tions, it is too ambiguous to be con- 
clusive. The public ownership group 
will seize on the apple as the symbol 
of privilege and say it ought to be 
abolished. The private enterprise cham- 
pions will declare that public owner- 
ship of utilities would simply be the 


, same apple under different management 


and more likely to produce corruption 
and mischief. 


490 





WHAT OTHERS THINK 


HE point here is that Dr. Aly in 

his selection of articles seems to 
have tried always to keep the apple be- 
i fore the debaters to lessen the danger 
‘fof having them get sidetracked on nu- 
merous acrimonious and irrelevant dis- 
cussions about the guilt and virtues of 
‘B our particular industrial Adams or po- 
litical Eves. 

Although Dr. Aly does make a noble 
“f attempt to confine the argument to the 
‘4 merits of debate proposition and avoid 
hog-calling contests, this does not neces- 
sarily mean that all of the reprint ma- 
“fi terial is uniformly excellent or accurate. 
While much of it does fall in that cate- 
gory, there is a certain amount of in- 
different stuff—factual misstatements 
and shoddy reasoning. Here again, this 
reviewer is inclined to credit Dr. Aly 
with astute design. How indeed is the 
student debater ever to pick the wheat 
from the chaff if he is served only triple 
tested wheat? 

When, for example, a writer talks 
about the domestic electric consumers 
of the United States being overcharged 
by “a billion dollars a year” (this is not 
taken from the Handbook but from 
an address of a congressman) in 
the face of the admitted fact that the 
gross revenue of the electric industry 
for all domestic consumption in the 
United States during the last year was 
only a little over $/00,000,000, it be- 
comes obvious that either the gentleman 
does not know what he is talking about 
or that he prefers to let the error ride 
and arrive at his conclusions ignotum 
per ignotius. But after all that is the 
sort of thing that the student is bound 
to come up against and he will never 
develop a discriminating factual sense 
unless he has the practice. Dr. Aly has 
not admitted such freakishly obvious 
errors, but he does let in just a few to 
test the mettle of the true student. 


HUS we see in one article composed 

for the Handbook (presumably in 
1936) a government ownership advo- 
cate discussing utility taxes and using 
1928 figures when current data must be 
known to him. Here also is a private 
utility spokesman industriously engaged 
in trying to make the Federal Power 
Commission rate survey say something 
that it very obviously did not say. Here 
again is a writer solemnly discussing 
the professional background of the Jus- 
tices of the United States Supreme 
Court for the apparently irrelevant pur- 
pose of implying that they are intellectu- 
ally dishonest. But these factors are 
all part of the game, and a very instruc- 
tive game it is likely to be for the 
students of America. 


Somewhat supplemental to Dr. Aly’s 
Handbook and drafted with equal fair- 
ness is the volume of E. C. Buehler of 
the University of Kansas. Professor 
Buehler’s book adds to the discussion 
reprinted articles by Frederick B. Bark- 
ley, Frank R. McNinch, John Bauer, 
Wendell L. Willkie, Morris L. Cooke, 
William H. Hodge, Ruth Finney, Le- 
land Olds, Frederick L. Bird, gr A. 
Whitlow, Floyd L. Carlisle, Samuel 
Ferguson, Ben A. Arneson, Philip H. 
Gadsden, John T. Flynn, the late Gov- 
ernor Albert C. Ritchie, and another 
valuable classified bibliography. Pro- 
fessor Buehler’s book is somewhat more 
explanatory especially on the holding 
company aspect. 

—E. S. B. 


The Tenth Annual De- 
bate Handbook. 1936-1937. Volumes One 
and Two. Edited by Bower Aly. Pub- 
lished by Lucas Brothers, Columbia, Mo. 


SHOULD THE GOVERNMENT OWN AND OPERATE 
Exvecrric Utimities? By E. C. Buehler. 
Noble and Noble, Publishers, Inc. 100 
Fifth Avenue, New York. Volume III. 
Price, $2.00. 


Exectric UTILITIES. 





Is the Cut-rate Taxicab on the Way Out? 


iy would be idle to contend that the 
operation of cut-rate taxicabs in sev- 
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eral of our large eastern cities has not 
hurt the street car business, but one may 


OCT. 14, 1937 





PUBLIC UTILITIES FORTNIGHTLY 


well wonder whether a class of taxicab 
rider has not been developed in the 
process—a class of business that would 
not entirely have fallen into the hands 
of urban street railways and bus carriers 
if the taxicab operators had clung to their 
high price metered service of prewar 
days. Those were the good old days, 
when the taxicab was a chartered service 
patronized by gentlemen—to whom the 
ticking of the meter gave all but the 
most affluent the sickening sensation of 
throwing dimes out of the window. 

If the cut-rate cab has done anything 
in the way of cheaper and more available 
service in the public interest, it would be 
perhaps a more or less ironical accident. 
It is well known to both transit and taxi- 
cab men that the first cut-rate cab pro- 
moters were far more interested in 
selling cabs to cabmen (generally at 
pretty high prices), than in serving the 
public. It has been charged that these 
promoters exploited the bread lines 
during the depression by inducing the 
jobless to drive cabs long hours daily in 
order to scrape up a pittance over and 
above the daily payment of three to five 
dollars on the “purchase” of their cabs. 

Be that as it may, the number of cabs 
on the streets which resulted caused 
competition which brought low flat rates 
and this in turn developed a highly taxi- 
cab-conscious population in the cities 
where it was practiced. Low rates, in 
other words, brought wide taxicab usage 
until today the presence of almost 5,000 
taxicabs in the city of Washington, with 
a population of about 600,000, causes 
taxicab men in other cities to rub their 
eyes in amazement. That is more cabs 
than there are in Pittsburgh, Philadel- 
phia, and Chicago combined. 

Admittedly, that is too many cabs for 
Washington, even with its low flat rate 
of 20 cents for the whole central area of 
the city. The District of Columbia 
Public Utilities Commission says it is 
too many and the commission ought to 
know. However, has not something hap- 
pened in Washington that might happen 
elsewhere? Is it another case of break- 
ing the “vicious circle,” whereby cheap 
rates have developed wider usage? Some 
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of it, no doubt, has been at the expense 
of the capital transit system, but even 
so, the street car system in Washington 
is no worse off—is much better off, in 
fact—than the street railway systems in 
other cities where taxicab rates are high 
and the number of cabs limited. 


T is with these thoughts in mind that 
this reviewer read the recent report 
to Congress by the House District of 
Columbia Committee, recommending a 
taxicab limitation bill for the capital city. 
This report may not explain the freakish 
situation in Washington entirely, but it 
should have convinced Congress that 
something ought to have been done to 
ease the taxicab situation. Although the 
taxicab bill was caught in the adjourn- 
ment jam, the report is still worthy of 
attention and maybe the committee will 
have better luck at the next session. The 
text of the report was as follows: 


From the hearings it appears that there 
were on June 7, 1937, 4,757 taxicabs then 
being operated in the District of Columbia; 
a greater number than in Chicago, Phila- 
delphia, and Pittsburgh combined. These 
taxicabs were distributed as follows: 3,936 
in the names of 19 associations, 214 operated 
by 4 companies, 607 operated by independent 
operators. 

Another pertinent fact brought out by 
the hearings was that a number of govern- 
ment clerks, estimated at 250, and other em- 
ployed persons, were operating cabs four 
or five hours daily after their regular day’s 
work was done. While your committee was 
appreciative of the right of workers in the 
lower salary brackets to augment an in- 
adequate income, many of the government 
clerks were employed on a good salary basis 
and it seemed, in the interest of fairness to 
those who must depend entirely on their 
earnings as taxicab operators, that this com- 
petition should be eliminated. The amend- 
ment recommended, however, applies only to 
those who have full-time employment. 

The taxicab driver is a needed unit in our 

resent economic life. His industry should 
Cs safeguarded to such an extent as to en- 
able him to earn a livelihood without work- 
ing unreasonably long hours, as many are 
now doing. We quote from the hearings: 

The reliable taxicab operator is in com- 
petition with unreliable, reckless, careless, 
part-time, and fly-by-night operators. He is 
held responsible and suffers for their mis- 
deeds. 

He is gradually being. forced off the 
downtown streets of Washington, due to the 


492 













ess, 


1is- 


the 
the 





WHAT OTHERS THINK 





S: 





Cony) “3 
———— Selhglag 


— —_— 


Zs 
—_— —_ “Ss 
~~ 


= 


Ss — —<—— 


SZ VV A 





~ 








= 













The Providence Journal 


JUST PLAIN, OLD-FASHIONED MUD! 


traffic hazard caused by the present large 
number of cruising taxicabs. 

He is not regarded as a stable and legiti- 
mate business man and is not extended the 
same courtesies. 

He is a local business man, spending all 
his revenue here . . . and not taking his 
profits to another city... . 

He performs hundreds of favors to the 
public, police department, and city officials. 


He struggles through the slow summer 
months, and when business increases in the 
winter he has to compete with additional 
cabs put on by part-time operators who 
work at their regular occupations during 
the summer. 

He does not receive benefits under the 
old-age or unemployment insurance under 
the Social Security act. 

Your committee concurs in the following 
statement made at the hearings by a repre- 
sentative of one of the cab associations : 
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This legislation will not remedy all of our 
troubles, but it will be a major step to 
stabilize our industry, help the reliable men 
to be recognized as stable, honest, business 
men, and thereby raise his credit standing 
which will reduce his cost of operation, 
raise his standard in the community to 
where he and his family will have no cause 
to be embarrassed, eliminate the undesirable 
element from our industry, reduce traffic 
congestion, reduce the work of the public 
utilities commission, and after a few years 
it will increase the earnings of the men. 

Your committee also believes that this 
bill, if enacted, will prove an important con- 
tributing factor toward greater safety for 
the public. 


ND what does the taxicab industry, 
generally, think about the situation ? 
Here is an excerpt from a “General 
Survey of Taxicab Trends in the Major 
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Cities,” as reported in The Taxi Weekly, 
the industry’s trade newspaper for the 
New York and eastern area: 


During the current year the taxicab busi- 
ness has been slowly drifting away from 
mass competition with the street railway and 
bus systems, and working towards a ra- 
tionalization of conduct as a public utility 
in the sense that the passenger should pay 
a reasonable rate of fare to permit the per- 
formance of a safe, responsible service, the 
wage earner receives a decent living wage 
under proper working conditions and hours, 
and the operator a reasonable return on 
the investment. 

The real impetus towards these condi- 
tions began with a series of strikes in Balti- 
more, New Orleans, Philadelphia, Chicago, 
Toledo, Pittsburgh, Cleveland, Milwaukee, 
St. Louis, Boston, Detroit, Omaha, and 
Buffalo, and acute labor crises in New York, 
Los Angeles, San Francisco, and Kansas 


City. 

Until recently very few cab companies 
employed union labor. The drift of count- 
less numbers of unemployed during the 
depression into a cab-driving job created a 
highly competitive labor market with a huge 
turnover of from 300 to 400 per cent per 
annum. When the Wagner Act came into 
being, employing taxicab operators generally 
began to submit to the organization of their 
driving forces and in the major cities like 
New York, Chicago, Philadelphia, Los 
Angeles, San Francisco, Seattle, and else- 
where became 100 per cent organized. 
Naturally the labor organizations have a 
twofold objective. Higher and minimum 
wages and shorter hours. These two objec- 
tives immediately were in conflict with the 
state rates and unlimited competition in 
many cities and a surplusage of cabs in 
service. Operators naturally had to face 
the problem of higher rates to be paid by 
the public or go out of business. Operating 
economies were no longer possible to take 
care of wage increases. Rising costs of gas 
and accessories ate into meager profits. The 
first cities to make a change in rate by agree- 
ment with the authorities were Los Angeles 
and San Francisco. 


de survey goes on to say that taxi- 
cab rate increases have been made 
recently in Buffalo, San Francisco, Los 
Angeles, Seattle, Detroit, Columbus, and 
are pending in Kansas City (since adopt- 
ed) and Philadelphia. Almost invari- 
ably these increases have resulted from 
higher wage demands by drivers. Since 
1929 most incorporated taxicab com- 
panies have scaled down dividends to the 
vanishing point, which seems to be the 
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prevailing status. On the lightweight 
cab, often used in cut-rate operations, 
the survey stated: 


When the depression came on there was 
a vogue for lightweight cabs made by con- 
verting a sedan type of car into a cab. These 
cars were purchased and used with the idea 
that they would have a high resale value as 
a used car and resold as such to the public 
through used car dealers who turn the 
speedometer back. Restrictive legislation... 
is reducing the prospects of reselling used 
cabs in this manner... 

A general survey of public demand for 
the type of cab they like to ride in leads us 
to believe that the made-for-the-purpose 
taxicab will be the most profitable “ype of 
vehicle. The public, with higher cab rates, 
wants the large, comfortable vehicle holding 
from one to five passengers. While it is 
true that such a vehicle costs more to oper- 
ate, the chief added cost is gasoline con- 
sumption. Experience has shown that such 
a type of vehicle actually has a high resale 
value after 75,000 miles as a used taxi- 
cab for further service in that manner. 
The built-for-the-purpose taxicab combines 
every safety element necessary for use as a 
commercial transportation vehicle and is by 
far the safest type of vehicle because of its 
sturdy construction. 


The general conclusions reached in 
the survey were as follows: 


1. Taxicab fares generally have been too 
low to permit of good service and to pay 
a decent wage to the worker. 

2. There have been too many cabs in 
operation in most large cities with the re- 
sulting cruising evil and dead mileage and 
division of the business into too small an 
earning unit per cab. 

3. The larger vehicle is needed to perform 
a real public utility type of service com- 
patible with safety, comfort, and cleanliness. 

4. Adequate insurance protection for the 
passenger and pedestrian should be provided 
and the financial stability of an operator un- 
questioned for liability. 


This study, according to The Taxi 
Weekly, was made from a general in- 
vestigation into conditions in nearly 
every city in the United States and 
Canada of over 100,000 population. 

R. K. 


REPoRT OF THE COMMITTEE FOR THE DISTRICT 
or CotumsBiA, House or REPRESENTATIVES, 
on limitation of taxicabs in the District of 
Columbia, as reported in The Taxi Weekly, 
September 8, 1937. 

GENERAL SuRVEY OF TAXICAB TRENDS IN THE 
a tar Cites. The Taxi W eekly. September 
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A New England Governor Stands Up 
for States’ Rights 


ernors in attendance at the recent 
annual conference of state governors at 
Atlantic City. Host Hoffman of New 
Jersey was there, of course, and very 
much in evidence. The gathering was 
somewhat dampened by the news that 
sudden illness of the portly and affable 
Governor Nice of Maryland had cur- 
tailed his visit. Maybe there were others 
of the seven surviving GOP executives 
but if so this reviewer failed to see any 
other than Governor George D. Aiken of 
Vermont. 

Governor Aiken, however, left no 
doubt about his presence inasmuch as his 
caustic denouncement of the Federal gov- 
ernment’s attitude on power and flood 
control was the high spot of the conven- 
tion. It started a discussion which 
brought many a nod of approval from 
New England and Western Democratic 
governors sitting in the audience, while 
Southern executives were, for the most 
part, politely silent. 

Governor Aiken concentrated his at- 
tack on the attitude of the administration 
toward the proposed Connecticut river 
valley flood control and power project, 
but his criticism included the whole 
Roosevelt program. In effect, Governor 
Aiken insisted, the Federal government 
wants to broaden its activities in a way 
that threatened the very existence of the 
states. Any natural resource might be 
commandeered by the Federal govern- 
ment, if the present trend continued. Ver- 
mont, he said, was firmly opposed to any 
fundamental loss of its right as a state. 


KF’ indeed were the Republican gov- 


— Aiken minced no words in 
setting forth the determination of 
Vermont to contest invasion of her rights. 
He recited the history of the Connecti- 
cut valley compact among Vermont, New 


Hampshire, Massachusetts, and Con- 
necticut. A resolution introduced in Con- 
gress in August authorized the compact, 
but provided that all reservoir, power, 
and storage sites be held by the Federal 
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government. This, he said, was not ac- 
ceptable to Vermont. 

He pointed out that many localities de- 
rived revenue from taxing utilities and 
power development, and stated: 


If the War Department should be given 
and should exercise the proposed authority 
to take from these towns, without recom- 
pense for loss of taxes or possible municipal 
development, those reservoir sites and power 
rights, many of them would face bankruptcy, 
for the construction of reservoirs under the 
condition would mean not only loss of taxes 
from utility companies but loss of income 
from agriculture, from industries and the 
preclusion of future recreational or any 
other form of development. 

As it appears now, the paramount ques- 
tion involved in the Connecticut interstate 
compact is not one of flood protection nor of 
power control, but one affecting the very 
foundation of our government. Shall the 
Federal government have the authority to 
take from a state without its consent and 
with or without recompense the natural re- 
sources upon which the industry, the income, 
and the welfare of the people may depend? 

A few years ago serious consideration of 
such a question would have been laughed at, 
yet today there has been introduced in Con- 
gress a measure seriously seeking this end. 
It is not a question affecting New England 
alone, for it is self-evident that if the water 
power of Vermont can be taken without its 
consent, then the same right would exist for 
appropriating any natural resource of any 
other state. 

I cannot help but feel that this situation is 
due to the insatiable desire of certain Fed- 
eral authorities for more and more control 
of all of us and our possessions and re- 
sources, public and private—to what end? 
It is time that we face this issue for what 
it is and not confuse it with discussions of 
flood control, power control, or any other 
subterfuge. 


Many of those present recalled that 
President Roosevelt, while governor of 
New York, had raised almost identical 
views about Federal invasion of states’ 
rights in water power in his controversy 
with the Hoover administration over the 
development of the St. Lawrence river. 


But that was six years ago. 
—M. M. 


Appress by Governor George D. Aiken of Ver- 
mont. Governors’ Conference, Atlantic City, 
N. J. September 15, 1937 
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FPC to Open Fire 


CAMPAIGN “to rid the electric industry of 

all unlawful intercorporate dealings and 
profiteering” through the medium of an in- 
quiry into the lawfulness of existing inter- 
locking directorates in public utility and re- 
lated companies was announced on September 
17th by Frank R. McNinch, former chairman 
of the Federal Power Commission (now 
with the FCC). Recently appointed by Pres- 
ident Roosevelt to the chairmanship of the 
Federal Communications Commission, Mr. 
McNinch said he purposely delayed taking 
the oath of office in his new post in order that 
the investigation of power company direc- 
“—— might be gotten under way. 

Mr. McNinch was particular to stress that 
in his opinion the commission’s determination 
upon the investigation represented a “vigor- 
ous policy.” He said this was “because we 
know how vicious and antisocial are many 
practices of holding companies functioning 
through multiple officers.” The chairman pref- 
aced his remarks with a reminder that the 
commission was to have held its first hearing 
on applications of eight directors of com- 
panies in the Associated Gas and Electric 
System to continue to hold such offices on 
September 20th. Seven of the applicants, he 
said, had withdrawn their applications, a de- 
velopment which he considered “significant, 
without attempting to pass on the merits of 
the case.” 

In the conduct of its investigation Mr. Mc- 
Ninch said the commission would concentrate 
at the outset on the “larger of the system 
companies” in the belief that “if injury is be- 
ing done to consumers and the public gen- 
erally,” the investigation would be given 
“wider effect due to the larger number served 
by the larger companies.” 

C. Edward Paxson, of Travis, Brownback 
& Paxson, counsel for subsidiaries of the As- 
sociated Gas & Electric Company, issued the 
following statement in response to the an- 
nouncement made by Chairman McNinch: 

“The only ‘significant’ thing about the res- 
ignations of the officers and directors referred 
to in the statement of the Federal Power 
Commission, on the eve of hearings on their 
applications for permission to serve various 
companies, is that it has at last evoked from 
the commission a clear-cut statement as to its 
future policy with respect to so-called inter- 
locking directors and officers. 

“The aim is, it appears, irrespective of the 
value to the companies and the public of the 
services as directors of men thoroughly ac- 
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quainted with the industry and its problems, 
to drive them from their positions within a 
year or two. This policy is directly contrary 
to that followed by the Interstate Commerce 
Commission, which for years has administered 
an identical provision with wisdom and discre- 
tion and has, in only a very few instances out 
of the thousands of applications submitted 
to it, failed to approve...” 

The Federal Power Commission subse- 
quently called upon Mr. Paxson to show 
cause why he should not be barred from prac- 
tice before that body because of his state- 
ment which, it was said, constituted an at- 
tempt to impugn the integrity of the com- 
mission. Mr. Paxson expressed regret that 
“anything should have occurred to threaten 
the continuance of the cordial relations which 
have existed for many years between the 
members of the commission and myself,” and 
asked the commission to dismiss the citation 
to disbar him. 

Mr. Paxson, appearing at the show cause 
proceedings, issued a statement of retraction 
and apology after which the commission 
dropped the citation of disbarment. Mr. Pax- 
son assured the commission that he had no 
intention of reflecting upon the motives of 
the commission, or any member of it. He 
added that his statement had been somewhat 
impulsive and hasty and completed before he 
had had an opportunity to examine the com- 
mission release in full. 

Mr. McNinch later stated that the commis- 
sion, in dismissing the citation, had taken 
into consideration the record of Mr. Paxson. 
However, he added that the commission could 
not accept as a vindication the explanation 
that the statement had been prepared hastily. 

It had been suggested in Mr. Paxsons 
original statement that the policy sponsored 
by the commission of making “numerous posi- 
tions blossom where but one existed before” 
was of doubtful wisdom, economy, or eff- 
ciency in the management of privately oper- 
ated industry. 


President Starts Bonneville 


| neg a Roosevelt stood last month be- 
fore the New Deal’s $51,000,000 Bonneville 
dam site and coupled a promise to balance 
the budget in the next fiscal year with a policy 


of the “widest use” of the hydroelectrical 
energy to be developed by this and similar 
Federal projects. Then he pressed the button 
which started the first production of power 
from auxiliary equipment. 
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The President proposed that power should 
be diffused over the countryside as widely as 
possible, to remote farmsteads and to small 
communities so that they may enjoy modern 
electrical blessings and thrive. To that end he 
recommitted his administration to national 
“planning for the future in seven or eight nat- 
ural geographical regions.” Several bills to 
create Tennessee Valley Authority type de- 
velopments in each section are pending before 
Congress. 

Roosevelt reaffirmed his faith in the St. 
Lawrence waterway plans which were de- 
veloped when he was governor of New York. 
He predicted that the waterway ultimately 
would be constructed. 

Challenging those who accuse him of inter- 
fering with “the liberty of the individual,” 
the President asserted, “my conception of 
liberty does not permit an individual citizen 
or group of citizens to commit acts of dep- 
redation against nature in such a way as to 
harm their neighbors, and especially to harm 
the future generations of Americans.” 

Some newspapers and some politicians, 
Roosevelt charged, have uttered “misleading 
and utterly untrue statements” that his na- 
tional planning by regions “would set up all- 
powerful authorities which would destroy 
state lines, take away local governments and 
make what people call a totalitarian or au- 
thoritarian or some other kind of dangerous 
nationally centralized control.” 

He said his national planning was “decen- 
tralizing” instead of otherwise. He stated: 

“In other words, the responsibility of the 
Federal government for the welfare of its 
citizens will not come from the top in the 
form of unplanned, hit or miss appropriations 
of money, but will progress to the national 
capital from the ground up—from the com- 
munities and counties and states which lie 
within each of the logical geographic areas.” 

Because of the President’s definite siding 
with the “area-wide” proponents of cheap 
power from Bonneville as against the Port- 
land area group which sought rate preferences 
by reason of the proximity of Portland to the 
dam site side, observers thought that there 
was no longer much doubt of the appoint- 
ment of SEC member J. D. Ross as the new 
Bonneville dam administrator. Ross was gen- 
erally supposed to favor an area-wide rate 
policy. 


New Deal Disputed on 
Water Power 


Te Committee of Utility Executives, offi- 
_4 cial representative of the private utility 
industry of the United States, on September 
27th issued a booklet containing quotations 
from the voluminous report of the President’s 
National Resources Committee to prove that 
steam is a cheaper and more desirable source 
of electrical energy than water power. 

The reply to the New Deal’s argument that 
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cheap power must come from development of 
the nation’s hydroelectric resources, by quota- 
tion from a New Deal scientific treatise, came 
as the President toured the Northwest on a 
trip which took him to the various Columbia 
river developments representing gigantic na- 
tional investment in hydroelectric power. 

In effect, the purport of the utility commit- 
tee’s publication was to announce that the ad- 
ministration cannot fulfill its affirmed objec- 
tive of providing cheap power because the 
cheapest power is steam power, which the 
Constitution forbids the Federal government 
from selling to the consuming public, it was 
said. 

Ever since the Supreme Court upheld the 
right of the government to develop hydro- 
electric projects in conjunction with conserva- 
tion and navigation projects, and to sell the 
power to pay for the public structures in- 
volved, the Federal agencies concerned with 
power development have emphasized that the 
sale of power is a mere incident to the more 
important programs of flood control, con- 
servation, and navigation. 

In the foreword, Philip H. Gadsden, chair- 
man of the utility committee, stated: 

“Study of these pages can lead to but one 
conclusion: that the administration’s National 
Resources Committee has found that hydro- 
electric power is more costly than steam gen- 
erated power. The Federal power program is 
concerned exclusively with development of 
hydroelectric power. 

“Steam generation of power by the Federal 
government would be an unconstitutional in- 
vasion of the rights of the individual citi- 
zens, according to the admission before the 
Supreme Court by the administration’s at- 
torneys. It would follow, from the testimony 
of the administration’s own experts, that the 
Federal power program is economically un- 
sound.” 


TVA Wins Legal Skirmish 


se Tennessee Valley Authority on Sep- 
tember 27th won a victory on points of 
preliminary procedure in the Federal court 
suit of 17 private utilities which are attack- 
ing the agency on constitutional grounds. The 
3-judge court set the suit for hearing at Chat- 
tanooga on November 15th. Judge Florence 
Allen of the Circuit Court of Appeals, Cin- 
cinnati, emphasized that the court would ex- 
pect the “codperation” of attorneys in ex- 
pediting the hearing. 

Preliminary questions on which the TVA 
won were motions of the private utilities for 
court orders to do three things: 

Permit attorneys for the utilities to take 
a deposition from Harold L. Ickes, Public 
Works Administrator, whose PWA has au- 
thorized loans to municipalities to construct 
electric systems in competition with existing 
utilities, 

Permit the taking of a deposition from John 
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M. Carmody, Rural Electrification Admin- 
istrator, whose REA has financed rural elec- 
tric cooperatives. 

Compel the TVA to produce or permit in- 
spection of numerous maps, — esti- 
mates, engineering data, and the like. 

All these motions were overruled. 

Regarding a suggestion that a special mas- 
ter be designated to take certain testimony, 
Judge Allen said that this would not be done 
and that the 3-judge court “will hear it all.” 

Sitting with the Circuit judge, the only 
woman in the Federal judiciary, were District 
Judges John D. Martin of West Tennessee 
and John J. Gore of Middle Tennessee. 


SEC Resists Test of Act 


ares efforts by the Electric Bond and 
Share Company and other public utility 
defendants to test the constitutionality of the 
Public Utility Holding Company Act as a 
whole, the Securities and Exchange Commis- 
sion on September 20th filed a brief in the 
Second U. S. Circuit Court of Appeals con- 
tinuing its defense of sections 4(a) and 5, the 
registration provisions, as separable and 
workable clauses of the statute. 

The brief, it was said, dwelt heavily on the 
effectiveness of publicity, permitted under the 
registration provisions, in wiping out abuses 
in the utility industry. This also was a strong 
point made by Judge Julian W. Mack in his 
decision on January 29th last, upholding for 
present purposes the administration’s policy 
and legal views on the act when it came be- 
fore him for a first test in the District Court. 

Defending Judge Mack’s refusal to enter- 
tain a cross-complaint against the government, 
the brief charged that the defendants had 
come to court with “unclean hands because 
their prayer for affirmative relief is predi- 
cated on the fact that they have refused, with- 
out legal justification, to register.” Pursuing 
this statement, the SEC asserted that the 
courts would be opened to “bitter partisan and 
political strife” if they considered hypotheti- 
cal cases. 

The brief insisted that the companies must 
register before they can test the act as a 
whole or any part of it, as Judge Mack held. 
The brief contended: 

“The government no less than the defend- 
ants might secure definite advantages by hav- 
ing this court pass upon the validity of the 
act and each of its provisions, so that the 
commission could proceed with the adminis- 
tration and enforcement of the entire act 
and have its constitutional powers once 
finally determined. Such an omnibus decision 
would undoubtedly eliminate a great deal of 
inevitable litigation.” 


ATA Convention 


Te 56th annual convention of the Ameri- 
can Transit Association and its six affili- 


OCT. 14, 1937 


, charges concerning creation of 


ate groups opened on September 20th at the 
Greenbrier Hotel, White Sulphur Springs, 
W. Va., bringing together 1,000 delegates 
representing 90 per cent of the local trans- 
portation industry of the United States and 
Canada. 

These delegates represented the street car, 
bus, trolley coach, elevated, and subway com- 
panies of the two nations. With the repre- 
sentatives of these companies were delegates 
from the companies manufacturing and sup- 
plying the equipment with which these com- 
panies carry on their operations. 

Thomas Conway, Jr., of Philadelphia, re- 
tiring president of the association, opened the 
first business session, discussing various prob- 
lems and projects before the association. He 
was followed by Chester T. Lanc, assistant 
general counsel of the Securities and Ex- 
change Commission, who spoke on “Some 
Problems of Reorganization, Readjustment 
and Recapitalization.” The day’s session 
closed with an address by William L. Day, 
vice president of the J. Walter Thompson Co, 
of New York, entitled “What the Public 
Thinks.” 

Coédrdination of the various forms of 
transportation into a single efficient system 
was urged by ICC Commissioner Joseph B. 
Eastman in a subsequent address before the 
association. Commenting on the subject of 
coOrdination, the commissioner said: 

“Before long we must find a way of start- 
ing on the job, which is ‘codrdination’ or fit- 
ting the various forms of transportation into 
a system in which they will work with and 
for each other in every appropriate way and 
work against each other only within the limits 
of what may be termed a sane and healthy 
competition.” 

Discussing the Motor Carrier Act of 1935, 
Commissioner Eastman said that it was like 
most legislation dealing with a complex sub- 
ject, it was imperfect and left many oppor- 
tunities for construction and interpretation. 
Experience has shown the need for some 
amendments to the act, he remarked, and in 
due course they will no doubt be made. 

Charles W. Chase, president of the Indian- 
apolis Railways, was elected president of the 
association to succeed Thomas Conway, Jr. 
The convention elected A. J. Lundberg, pres- 
ident of the East Bay Transit Company, Oak- 
land, Calif., vice president, and Edward A. 
Tuson, general auditor for the Public Serv- 
ice Co6rdinated Transport of Newark, Treas- 
urer. 


FCC to Probe “Dummies” 


HAIRMAN Frank R. McNinch of the Fed- 
eral Power Commission assumed his new 
post as “trouble shooter” head of the Federal 
Communications Commission recently with 
his first task indicated as an inquiry into 
“dummy” 
broadcast corporations. 
The charges concern alleged efforts by at- 
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torneys to obtain commission broadcast au- 
thorizations through use of a_ corporate 
“dummy.” Taking temporary leave of his 
regular duties, Mr. McNinch will use the full 
authority given him by the President to in- 
vestigate charges that have led to threats of 
a congressional investigation of the communi- 
cations body. 

The commission has alleged that George S. 
Smith and Paul M. Segal, Washington at- 
torneys, have established “dummy” corpora- 
tions and represented “dummy” clients in ef- 
forts to obtain authorizations. Both have en- 
tered full denial of the charges, which were 
scheduled to be thrashed out in a hearing 
early this month. 


SEC Has New Chairman 


w= Orville Douglas was 
unanimously on September 


elected 
2lst as 


chairman: of the Securities and Exchange 
Commission to succeed James M. Landis, who 
recently retired, at a meeting attended by 
Commissioners Mathews, Healy, and Ross. 
Mr. Douglas, who succeeded former Chair- 
man Joseph P. Kennedy as a member of the 
commission in January, 1936, was in New 
Haven on vacation when the vote was taken. 

The new chairman, who became the third 
man to head the commission, first became 
prominent at the SEC as the director of its 
protective committee studies. Since that time 
he has been active in advocating bankruptcy 
and protective committee legislation intro- 
duced at the last session of Congress. While 
none of the bills was adopted, the adminis- 
tration will press for their passage when Con- 
gress reconvenes and the important part that 
they would play in the future work of the 
SEC was one of the factors which led to his 
selection, it was said, 


Alabama 


Seeks Ban on Power Funds 


pet to enjoin the Federal Rural Electrifi- 
cation Administration from advancing 
financial aid to a coGperative enterprise plan- 
ning distribution of electric power in Cherokee 
and De Kalb counties was brought on Sep- 
tember 21st in the U. S. District Court in the 
District of Columbia by the Alabama Power 
Company. 

The power company asked that the govern- 
ment be restrained from advancing $310,000 
applied for last February by the Cherokee 


County Electrical Membership Corporation 
for construction of a generating plant and 
distribution lines in those counties. 

Charging that 40 per cent of the mileage of 
their lines in both counties would be paralleled 
by distribution lines now planned by the co- 
Operative agency, attorneys for the A wena 
Power Company told the court that a $91,000 
investment would be endangered. The suit 
further alleged that the Cherokee Corporation 
would not build a generator but purchase 
power from the TVA which would be a vio- 
lation of the REA act. 


Arkansas 


Agree on Rate Cut 


C= served by the Oklahoma Gas 
and Electric Company in northwest 
Arkansas will save $34,141.73 annually under 
terms of a rate reduction, effective October 
Ist, the state utilities commission announced 
last month. Commission Chairman Thomas 
Fitzhugh said consumers would begin to bene- 
fit under the new rate after using 22% kilo- 
watt hours of power. Company records show 


that the average consumption of power in the 
area in July was 51.9 kilowatt hours per cus- 
tomer. 

The minimum charge remains at $1 for 10 
kilowatt hours. Twenty kilowatt hours cost 
$1.60 under the new rate compared to $1.59 
under the old schedule, but 25 kilowatt hours 
cost $1.91 as against $1.90 and 50 kilowatt 
hours cost $2.80 compared to $3.36 under the 
old schedule. The reduction was agreed 
upon following several conferences. 


California 


Backers Hit Opposition 


ase and misleading propaganda is being 
put out by interested parties in an effort 
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to defeat approval by San Francisco’s voters 
of the rapid transit bond issue on the No- 
vember 2nd ballot, the Rapid Transit Citizens’ 
Committee, sponsoring the transportation 
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bonds, charged recently. The committee also 
charged that the Market Street Railway has 
joined in the move to attempt defeat of the 
rapid transit bonds. 

An official warning from the citizens’ com- 
mittee declared: 

“Opponents of the rapid transit bonds are 
arming their speakers with a 53-page mimeo- 
graphed pamphlet labeled ‘An Analysis and 
Study of the Proposed Subway Plan’ from 
which to quote in their appeal to clubs and 
civic organizations urging opposition to the 
$49,250,000 bond issue for subways which 
goes to the voters November 2nd. This pam- 
phlet quotes no engineer as its author nor does 
it reveal its source. It is an orphan child with 
no signature or address.” 


Proposes Plant Construction 


HE Sacramento Municipal Utility District 

recently filed application with the Federal 
Power Commission for a preliminary permit 
to construct a 201,000 horsepower hydro- 
electric project in Eldorado county, on Silver 
creek and the south fork of the American 
river. 

The district proposed two steps, construc- 
tion of two storage reservoirs connected by a 
tunnel, a diversion dam, a conduit, and build- 
ing of a power house, to be known as the 
Brush creek development, which will have an 
installed capacity of approximately 50,000 
horsepower. 

Ultimate development, the applicant stated, 
would consist of the enlargement of the two 
storage reservoirs, and the construction of 
two additional diversion conduits and two ad- 
ditional power plants, to be known respec- 
tively as the Big Bend and Chili Bar plants, 
which will raise the total installed capacity 
to an aggregate of 201,000 horsepower. 


Service Area Extended 


Ngan ag of extended-area telephone 
service in 9 districts of the Los Angeles 
area and extension of toll-free calling areas 
in 12 other districts—providing lower rates 
and greater extended area service to subscrib- 


oe of the Southern California Telephex 

mpany — were announced on September 
14th by Wallace L. Ware, president of the 
state railroad commission. 

Extended-area service, it was explained, is 
a service whereby subscribers to the plan may 
call toll free into adjacent telephone exchange 
areas at a slight additional monthly cost. Rate 
reductions for this type of service in many 
districts will be substantial, and the commis- 
sion staff estimated the new plan would mean 
a decrease in the telephone company’s revenue 
of $275,000 annually. 

The present plan, which has occupied com- 
mission investigation for the last several 
months, will go into effect on three separate 
dates as follows: 

On October 11th, the service was to be 
placed in effect in the Roscoe district of the 
Burbank exchange and then Canoga Park, 
Reseda, and Van Nuys. On that date reduc- 
tions in the rates and extension of the service 
available would become effective in Beverly 
Hills, Compton, Hynes, Gardena, Hawthorne, 
Inglewood, North Hollywood, and Culver 
City. The two base rate areas in the Compton- 
Hynes-Gardena exchange were to be enlarged 
to afford lower rates to those customers pre- 
viously outside the base rate areas. 

On November 21st the service will be in- 
augurated in Arcadia, La Crescenta, and El 
Monte, while in Burbank, Glendale, Monte- 
bello, and Pasadena the rates will be reduced 
and the service areas extended. The base rate 
area of the Laurel district in Pasadena will 
be enlarged on that date to include virtually 
all residential development there. 

January lst, in conjunciton with the Asso- 
ciated Telephone Company, which serves 
Santa Monica and West Los Angeles, ex- 
tended-area service will be placed in those 
districts, while Beverly Hills and Culver City 
will be provided with toll-free calls into por- 
tions of the Associated Telephone Company's 
territory. 

At that time, the base rate area in the Ros- 
coe portion of the Burbank exchange will be 
materially extended to take in practically all 
developed areas, eliminating mileage charges 
to subscribers outside the present base area. 


Kansas 


Gas Company Sues 


HE Gas Service Company, of Wichita, 

filed a suit in district court on September 
17th seeking to set aside a $25,000 municipal 
gas plant bond issue voted by the city of 
Sedgwick and a gas purchase contract signed 
by the city with the Drillers’ Gas Company. 
The petition contends the bond issue, voted 
June 15th, should be set aside because voters 
“were led to believe they were voting for a 
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municipal gas plant when in reality they were 
voting only for the physical properties of such 
a plant.” 

The action alleges the gas purchase contract 
is illegal because = violates the Kansas cash 
basis and budget law. 

The petition stated that the city council 
entered into a contract with the Drillers Gas 
Company to purchase 20,000,000 cubic feet of 


’ gas the first year and 30,000,000 cubic feet 


each year for nineteen years thereafter. Un- 
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der terms of the contract, the petition stated, 
the city will be liable for approximately $120,- 
000, the city agreeing to pay for the amount 


of gas contracted for regardless of whether 
it is used. The Gas Service Company now 
serves Sedgwick with natural gas. 


Kentucky 


Utility Seeks Court Order 


HE Kentucky Utilities Company on Sep- 

tember 14th asked a restraining order to 
prevent the city of Middlesboro from erecting 
a power distribution system or from taking 
steps toward obtaining TVA power. In a 
petition filed in the Bell circuit court the 
power company asked that the mayor and 
commissioners be restrained from selling or 
offering for sale $175,000 in revenue bonds for 
the building of the system. 

The fight between the Kentucky Utilities 
Company and officials of Middlesboro has 
been smoldering for some time following de- 
feat of all municipal power advocates who 
were candidates at the August primary. Re- 
ports following defeat have been current that 
steps would be taken immediately to sell the 
bonds and start erection of the system before 
the present officials retire January Ist. The 


power company, apparently fearing such a 
move, filed the petition for a restraining order 
to bring the entire matter to a head. 

It was contended in the petition that the new 
TVA contract offered Middlesboro calls for a 
minimum payment the first year of $15,000; 
$40,000 the second year, and $60,000 the third 
year. The petition then states that the re- 
quirements for the third year and thereafter 
are incapable of being met by the city. The 
largest amount ever consumed was 4,828,400 
kilowatt hours in one year and the new con- 
tract would call for a minimum of 11,503,200 
kilowatt hours, it was stated. The petition 
further said that city officials were soliciting 
power contracts from coal companies outside 
the city limits, and that this was illegal. 

The restraining order was asked against 
Mayor Ike Ginsburg, Commissioners H. B 
Stallard and Joe Johnston, representing the 
city. 


M ichigan 


State Sues Utility 


HE state on September 15th filed suit in 
Ingham circuit court against the Consum- 
ers Power Company, beginning the first legal 
battle between the utility companies and rural 
electrification projects in Michigan. The suit, 
filed by the attorney general in behalf of the 
state public utilities commission, charged the 
Consumers Power Company with violating 
orders of the commission in connection with 
construction of rural power lines in Eaton 
and Ionia counties near the village of Mulli- 
ken. A restraining order was sought which, 
if granted, would leave the field to the Tri- 
County rural line project. 
The Consumers Power Company and the 
REA co6perative began work in this field at 


approximately the same time. The question 
as to which actually was first is one to be 
determined by the court. 

The bill of complaint charged the power 
company violated the utility commission order 
of May 17, 1937, to the effect that no utility 
shall construct, or extend, a power line with- 
out first filing notice of its intention and ob- 
taining approval of the state commission. 

It also was charged that the company made 
an illegal crossing of the REA line and that 
it violated another order of the commission 
by purchasing right-of-way for its lines. 

Discrimination also was charged to the 
company. The bill said that the company had 
constructed lines in communities where the 
service was requested. Approximately 250 
customers were to be served by each party. 


Mississippi 


Favors TVA Power System 


Ce. voted on September 14th to is- 
sue $281,000 in bonds to buy or build a 
distribution system paving the way for use 
of TVA power. Less than 40 per cent of the 
voters went to the polls. 
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The vote to issue $84,000 in bonds to build 
a system to distribute power to public build- 
ings, street lights, and other municipal uses 
was 689 to 74. The vote for issuing $197,000 
in bonds to build a system to serve commer- 
cial and domestic customers was 661 to 71. 

Fears held in some quarters that the bond 
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election might be invalid were dispelled re- 
cently when a nationally known firm of bond 
attorneys declared the election was valid. The 
official notice was ordered published only one 


time, although such notices are usually 
printed three times. The opinion, however, 
pointed to a law passed by the state legisla- 
ture in 1936, changing requirements. 


Nebraska 


Will Finance Project Privately 


OUNSEL for the city of Columbus in its 
C move to finance a municipal electric dis- 
tribution system prepared to go ahead with 
private financing after the Northwestern Pub- 
lic Service Company brought action on Sep- 
tember 20th to enjoin the Public Works Ad- 
ministration from making a $400,000 loan 
and grant to the city. 

Charles H. Sheldon and C. J. Garlow, spe- 
cial counsel for the city on the municipal 
project, and City Attorney H. D. Hunter 
joined in a statement saying the utility’s ac- 
tion was “not unexpected since it is in line 
with the general policy of private companies 
to hinder and delay” construction or purchase 
of electric systems by municipalities. 


The PWA approved a $400,000 grant and 
loan last August 24th, but the original appli- 
cation has been changed by the city to a 
grant only for $180,000. The attorneys said 
if this grant cannot be obtained because of the 
action of the utility company against Harold 
L. Ickes, PWA administrator, “we can still 
finance the system privately.” 

A suit is pending in the district court at 
Columbus challenging the constitutionality of 
S. F. 25, under which the city was authorized 
to issue revenue bonds for the construction or 
purchase of a distribution system. The suit 
also challenges an election held a year ago 
under which the voters approved a $250,000 
bond issue to construct a system or purchase 
existing facilities of the Northwestern Public 
Service Company. 


New York 


New Schedule Approved 


Coe of the Rockland Light and 
Power Company will save about $102,000 
annually through revised rates which the com- 
pany filed last month with the state public 
service commission and which were approved 
by that body, effective October Ist. 

The revised electric rates affect the entire 
territory of the company which includes the 
cities of Middletown and Port Jervis, the vil- 
lages of Bloomingburg, Grand View, Haver- 
straw, Hillburn, Nyack, Otisville, Piermont, 
Sloatsburg, South Nyack, Spring Valley, Suf- 
fern, Unionville, Upper Nyack, West Haver- 
straw, Wurtsboro, and a large number of 
towns in Rockland, Orange, and Sullivan 
counties. 

Of the $102,000 annual saving, almost $57,- 
000 a year will be saved by customers in the 
eastern division of the company’s territory. 
Changes in the rates will not increase the 
bills of any consumer in the territory, it was 
said: In some cases, the commission pointed 
out, slight increases occur to certain users in 
the western division of the company’s terri- 
tory. The revised residential rates will save 
domestic users in the eastern division about 
$12,000 a year, and will save domestic users 
in the western division about $19,000 a year. 
Changes in the commercial rates will save 
eastern division customers nearly $30,000 an- 
nually and western customers about $26, 
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The revised residential rate contained 
changes in unit charges and block length be- 
yond the initial block as compared with the 
rate to be superseded. The minimum charges 
of the rate remain the same and are $1 a 
month for the general service, but not less 
than $6 for the period; with a range or 
waterheater the minimum is $3 a month and 
not less than $18 for the period, and with a 
range and waterheater the monthly minimum 
is $3.50 but not less than $21 for the period. 


Seek Tax Refund 


_ wo transit corporations of New York city 
on September 24th appealed to the U. S. 
Supreme Court in an endeavor to recover 
taxes which they paid the city under state 
laws permitting the taxing for unemployment 
relief of a public service utility holding a 
franchise from the city. The tax imposed was 
3 per cent upon annual gross income. 

The New York Rapid Transit Corporation 
and the Brooklyn and Queens Transit Cor- 
poration brought the appeal from the New 
York State Supreme Court. At the last term 
the U. S. Supreme Court denied a ition 
of the Third Avenue Railway involving the 
same principle. 

Operating expenses of the street railroad 
corporations are far higher, in proportion to 


‘ gross receipts, than those of other corpora- 


tions included under the tax law, the transit 
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corporations state in their appeal. It was con- 
tended that the ratio of net income to gross 
receipts is higher in the case of all other types 
of utilities. 

The New York city laws, the petition said, 
produce gross inequality in the distribution 
of the tax burden, taxing all street railroad 


corporations “far more heavily upon their 
respective net incomes than other utilities 
within the taxed class.” 

The taxes in question, the petition added, 
“are not for the support of the government 
but are to be used exclusively for the purpose 
of unemployment relief.” 


Oklahoma 


Grand River Dam Approved 


KLAHOMA’s Grand river dam—a great 

hydroelectric and flood control project in 
the northeast corner of the state—became a 
practical certainty last month when President 
Roosevelt finally approved a $20,000,000 pub- 
lic works allotment. 

Representative Wesley E. Disney of Tulsa, 
who has steered the project successfully 
through the maze of Washington legalism, 
made the announcement that the President 
had given the “go ahead” signal. Disney was 
confident actual operation of the dam would 
be an accomplished fact by the spring of 1940. 

The allocation consists of a loan of $11,- 
563,000 and a grant of $8,437,000, to the Okla- 
homa Grand river dam authority. 


Both Disney and the PWA emphasized that 

the project is to be self-liquidating. Money 
derived from what Disney said is to be cheap 
power is to pay off bonds which the Grand 
ny dam authority will issue. The PWA 
said: 
“This will be a multiple purpose, self- 
liquidating, conservation project and will con- 
trol, store, and distribute the waters of the 
Grand river and its tributaries for the purpose 
of flood control, irrigation, recreation, and 
hydroelectric development.” 

A dam will be built near Pensacola, Okla., 
in Mayes county. Disney said the proposed 
hydroelectric plant will be composed of the 
25,000 kilowatt capacity turbo-generators, cap- 
able of delivering approximately 175,000, 
kilowatt hours of firm power annually. 


Pennsylvania 
To Fight “Monopoly” 


HE state public utility commission on Sep- 
tember 17th considered a proposal to 
smash the “monopoly” held by Western Elec- 
tric Company on equipment supplied by the 


Bell Telephone Company of Pennsylvania. 
Commissioner Donald M. Livingston said he 
was studying a plan to compel the Bell Com- 
pany to establish outside connection with any 
“private telephone communication system” in 
the state. 

The plan would permit state and municipal 
governments, corporations, or other large 
users of telephone service to buy their own 
equipment rather than rent instruments from 
the Bell Company. Commissioner Livingston 
stated : 

“It is a well-known fact that the Western 
Electric Company has a monopoly on the 
manufacture of instruments supplied by the 
Bell Company. Subscribers now pay a con- 
tinuous rental for telephone instruments and 
never get to own them. The Bell Company 
is owned by American Telephone and Tele- 
graph, which also owns part of the Western 
Electric. So the Bell people would refuse 
to make connection with a privately owned 
system on the ground they couldn’t provide 
proper maintenance.” 
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The commissioner explained the new utility 
law empowers the state public utility com- 
mission to carry out the provisions of the 
plan. He said that until the law was passed 
the commission had no jurisdiction over the 
companies that supply telephone equipment. 

Commissioner Livingston contended the 
proposal would encourage other companies to 
manufacture equipment in competition with 
Western Electric, forcing the price of the in- 
struments down. In addition to huge savings 
for large users, he claimed, destruction of the 
Western Electric “monopoly” would ulti- 
mately result in large savings for small con- 
sumers. 


Plans Power Rate Simplification 


ene and standardization of rate 
schedules of all electric companies in 
Pennsylvania were proposed recently by Pub- 
lic Utility Commissioner Richard J. Beamish. 
Beamish, who has made a short survey of the 
Swedish electric system, said he would rec- 
ommend to the state commission that it call 
a conference of representatives of all electric 
companies for that purpose. He stated: 
“Simplification of rate schedules is neces- 
sary so that every householder will be able to 
read and understand the electric bill he is 
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getting every month. This is as necessary as 
ascertaining the exact cost of production and 
distribution of electricity in Pennsylvania; 
something else every Pennsylvanian ought not 
to have hidden from him.” 

Beamish studied the entire utility regula- 
tory system in Sweden and said he brought 
back scores of suggestions that could be ap- 
plied in Pennsylvania by the utility commis- 
sion to good advantage. He said: 

“Although I looked into all utilities, I paid 
particular attention to rural electrification. 
Pennsylvania’s rural element is paying pro- 
hibitive rates for electric service. There is 
no reason why these should not be reduced 
and electricity be made available for all 
farmers. 

“T believe it entirely feasible that the en- 
tire state be electrified for the farmers’ use 
and we will work toward that end. I think 
that rural electric rates should be uniform, 


that one farmer should not be forced to pay 
higher rates just because he lives farther 
away from the source than others. The en- 
tire farm population should pay the imme- 
diate cost and then equal rates.” 


Discovers Tax Error Too Late 


— of a 40-year oversight in pay- 
ment of its city taxes on September 15th 
gave the Reading Steam Heat & Power Com- 
pany a long-range view of an error which cost 

For two decades the utility paid the city 
about $20,000 in taxes annually, unaware that 
it could claim exemption on the grounds it 
was a public service company. No refund now 
can be obtained. 

Court proceeding involving 1937 taxes re- 
sulted in the city council granting exemption 
on properties used for utility purposes. 


Virginia 


Co-op Gets REA Loan 


HE only electric coOperative in Virginia 
that is building its own generating plant, 
the Shenandoah Valley Electric Codperative, 
on September 16th received authority from 
the state corporation commission to borrow 
$35,000 additional from the Rural Electrifi- 
cation Administration. This brings the total 
authorizations for this co-op to $487,000 
The codperative is planning to serve farm- 
ers in Augusta, Frederick, Page, Rockingham, 
and Shenandoah counties. The lines will cost 
about $350,000. 
Other similar organizations are buying 
power rather than generating it. 


New Accounting Proposed 


ROPOSALS to alter the standard method of 
P sccoatting of Virginia gas and power 
companies were laid before representatives of 
these corporations last month by the state cor- 
poration commission in an informal confer- 
ence. It was proposed to exchange for the 
present plan, in effect since 1921, a system 
recommended by the National Association of 
Railroad and Utilities Commissioners. 

Explaining the need for an up-to-date sys- 
tem, Charles C. Drummond, chief accountant 
of the commission, said it was the desire and 
hope of the commission that an agreement 
might be reached on a standard plan. 


West Virginia 


Utility Question Sent to 
Commission 


HE state attorney general’s office recently 

referred to the public service commission 
the question of whether rural electric power 
co6peratives are public utilities. The state- 
ment came in reply to a question by Road 
Commissioner Burr H. Simpson on whether 
the codperatives could be permitted to erect 
poles and lines on right-of-way of the state 
road system. 

The commission declined to comment on 
the statement, but members pointed out in- 
formally that the courts had held codperatives 
were and were not utilities in separate cases. 
The Hardy County Light and Power Com- 
pany had requested permission from Road 
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Commissioner Simpson to proceed with erec- 
tion of equipment for which Federal funds 
have been allocated in Hardy county. The 
opinion stated: 

“From the meager information at hand it ap- 
pears that this association is financed by the 
Rural Electrification pry pone that it 
has in the neighborhood of 500 members, and 
that anyone may become a member of the as- 
een on the payment of an initial fee of 


“The association contends that it is not a 
utility, person or corporation furnishing serv- 
ices to the public, within the meaning of the 
acts of the legislature of 1935.” 

The attorney general declined to submit an 
opinion on whether the organization, which 
had planned to erect — liries to supply its 
own members, is a utility. 
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The Latest Utility Rulings 





Pendency of Commission Investigation Bars 
Municipal Rate Action 


NDER the laws of Ohio municipali- 

ties have authority in the first in- 
stance to establish gas rates by ordinance. 
Provision is made for appeals to the com- 
mission from such ordinance rates and 
for the fixing of rates by the commission 
when no ordinance rate is in effect. The 
Ohio commission has held that under the 
applicable statute a municipality is with- 
out authority to establish rates by ordi- 
nance when, following expiration of a 
rate ordinance, the company has asked 
the commission to determine rates and 
the commission investigation is still un- 
disposed of. 

Chairman Schaber, in a dissenting 
opinion, discussed at length the Ohio plan 
of rate regulation and the respective 
powers of the state commission and the 
municipality. He concluded that under a 
statutory provision authorizing munici- 


palities to regulate rates “from time to 
time” the municipality had power to 
enact a rate ordinance notwithstanding 
any pending proceeding before the com- 
mission. This power to regulate rates, in 
the opinion of Chairman Schaber, is ab- 
solute and is not lost by reason of the 
utility company’s invocation of the juris- 
diction of the commission upon applica- 
tion to fix rates. He contended that the 
utility act did not apply to any rate fixed 
by a municipality other than a review 
thereof by the commission and that when 
a rate had been established by municipal 
authority, this is true “whether the ordi- 
nance was passed and effective prior to or 
after the filing of an application by a 
public utility” for a rate determination 
by the public service commission. The 
Ohio Fuel Gas Co. v. City of Norwalk 
(No. 10,071). 


Service Contracts with Affiliates Must 
Be Supported by Proof of Cost 


6 ite New York commission, in dis- 
approving proposed management 
and engineering contracts between affili- 
ated interests on the ground that the Pub- 
lic Service Law specifically rules out any 
charge in excess of the reasonable cost 
of performing the service, held that a 
rigid standard of proof of the necessary 
costs incurred should be set up and serv- 
ices not performed for the use and bene- 
fit of the subsidiary should not be in- 
cluded in the costs charged the subsid- 
iary. The contracts under discussion 
were between two water companies and 
the American Water Works Construc- 
tion Company and the American Water 
Works and Electric Company, the latter 
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a holding company holding through in- 
termediary companies stock in the oper- 
ating companies. 

The contracts provided for allocation 
to various subsidiary companies of the 
costs incurred for management and con- 
struction services on the basis of gross 
revenue. The commission pointed out 
that no method was available so that the 
commission might ascertain either the ac- 
curacy or the reasonableness of the allo- 
cation. Aside from what the commission 
characterized as the “arbitrary character 
of the allocation of expenses to water- 
works operation,” the distribution of the 
total thus allocated in proportion to gross 
revenues of the respective properties was 
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said to be equally arbitrary ; it might bear 
no direct or ascertainable relation to the 
services performed for the particular op- 
erating company. The commission sug- 
gested that if an arbitrary basis of allo- 
cation were to be adopted, distribution in 
proportion to the operating expenses 
would seem more logical than one based 
upon revenues. It was said in part: 


Gross revenue is an irrational basis for 
spreading operating supervision costs. An 
increase in rates would tend to increase the 
amount paid for operating supervision by a 
particular utility while a reduction in rates 
would have the contrary effect. The mere 
change in rates would require no related 
change in the amount of operating super- 
vision furnished but would affect its cost. 
To further illustrate the situation, assume 
two subsidiaries of the American Company 
had rate changes, one up and the other down, 
and of equal effect on revenue, the total fee 
billed by the American Company would be 
unchanged but the amount charged against 
consumers in the respective areas would be 
increased in one case and decreased in the 
other, probably without any change in serv- 
ice performed for either. 


With respect to the engineering con- 
tract the commission saw no valid reason 
why the billings for engineering service 
should not be based strictly on the service 
rendered to the particular subsidiary. A 


scheme of spreading engineering costs 
uniformly over all work done for all 
companies as a percentage of total con- 
struction by all companies appeared to be 
both unreasonable and unsound. It was 
said: 

The amount of engineering required from 
the home office for main extensions may be 
quite different from the amount and cost of 
the engineering required in the construction 
of a pumping plant or purification plant cost- 
ing the same as the main extension. Total 
dollars expended, regardless of character of 
work, should not be determinative of the 
charge made the subsidiary. Direct engi- 
neering should be directly charged to par- 
ticular jobs and if necessary general super- 
visory services could be spread according to 
direct charges and costs. 

The conclusion was reached that proof 
is insufficient which merely shows that 
services rendered are valuable and neces- 
sary, that the charge made is less than the 
cost of comparable service obtainable 
elsewhere, that persons rendering the 
service are unusually competent and in- 
timately acquainted with the property, or 
that the organization which furnishes 
the service claims to render such service 
at a loss to itself. Re New Rochelle 
Water Co. et al. (Case Nos. 8839, 8840, 
8920, 8921). 


e 


Texas Commission Establishes Rates for 
Natural Gas Distribution 


ke Texas commission reviewed 
rates established by the city of Fort 
Worth for the Lone Star Gas Company, 
and after considering fair value and op- 
erating expenses fixed a new schedule of 
rates. A return of 6 per cent was held 
proper as the company was operating in 
a city which was growing and prosperous 
and which had a citizenry “keenly aware 
of the conveniences resulting from the 
use of natural gas.” The company was 
said to occupy a strategic position in the 
matter of conducting a stable public util- 
ity business. 

In determining a proper rate base, the 
commission rejected “purely hypothetical 
estimates” where facts were available. 
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An estimate of reproduction cost on the 
basis of piecemeal construction was criti- 
cized as a “hybrid or mongrel method of 
purporting to reproduce the plant new,” 
where the witness had resorted to piece- 
meal construction in arriving at some of 
his unit costs. 

Criticism was made of an assumption 
that the system would be incorporated, in 
an estimate of reproduction cost, since 
the distribution system was merely a di- 
vision of a widely spread gas transmis- 
sion corporation. The commission said: 

Why should the company be allowed to 
Btive, te: the system as a corporation when 
it has been operating for years as only a 

’ division of a large transmission corporation? 
If the present method of distributing gas in 
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the city could to advantage be improved or 
economies be effected by making the division 
of the company a separate corporation, we 
take judicial knowledge of the fact that the 
interested parties of the affiliated group 
would be the first to recognize the desirabil- 
ity of incorporating the system. 


Inclusion in the rate base of contribu- 
tions for extensions was criticized so far 
as these represented extensions at a high 
cost outside of the city involved in the 
rate case, but on the question of allowing 
such contributions generally the com- 
mission said that there was no obligation 
on the company to refund any part of 
the amount contributed and the com- 
pany had absolute title to the property. 
The commission believed “the method 
by which the company acquired its prop- 
erty is not determinative of whether 
it should be included in the rate base.” 

Expenditures by the company for dues, 
donations, contributions to various or- 
ganizations, and for furthering the sale 
of appliances were disallowed as operat- 


ing expenses. The commission took the 
position that while the company might 
expend from profits or surplus amounts 
for donations and dues, it could not set 
itself up “as the self-appointed dispens- 
ing agent for the consumer in the matter 
of charitable donations” and reap what- 
ever benefit it might thereby acquire by 
such a policy. It was pointed out that the 
citizens might not entirely agree with the 
company’s judgment in selecting objects 
of charity. 

No allowance was made for losses 
through uncollectible accounts as the 
company had the right to require suffi- 
cient deposits for its protection from all 
its consumers. It was said that since the 
company had the means of protecting 
itself against losses of customers’ ac- 
counts, the commission could not see the 
fairness or necessity of requiring the 
ratepayer to bear the burden of losses. 
Lone Star Gas Co. v. City of Fort Worth 
(Gas Utilities Docket No. 108). 


Commission Lacks Power to Prevent Payment of Dividends 


eB New York commission, accord- 
ing to a supreme court decision, has 
no power to prevent a public utility com- 
pany from paying dividends on common 
stock declared prior to a prohibitory 
order of the commission. This ruling was 
made in a suit by common stockholders 
for the amount of dividends declared by 
directors of the Rochester Gas and Elec- 
tric Company in July and August, 1936. 

The corporation in July, 1936, peti- 
tioned for authority to issue cumulative 
preferred stock. The commission author- 
ized the issue with the express condition 
that the company should not declare or 


pay dividends on its common stock until 
conclusion of a pending rate case. The 
corporation, in contesting the case 
brought by the stockholders, did not dis- 
pute that the two dividends were payable 
eventually but contended that they could 
not be paid while the public service com- 
mission order was in effect. Supreme 
Court Justice Clyde W. Knapp held that 
the clause of the order in so far as it at- 
tempted to restrain the dividend pay- 
ments was beyond the commission’s jur- 
isdiction. NY Pa NJ Utilities Co. v. 
Rochester Gas & Electric Corp. (N. Y. 
Sup. Ct.). 


e 


Corporation Cannot Be Resurrected to Transfer Certificate 


ASS holding a certificate 
authorizing motor carrier trans- 
portation decided to go out of business on 
account of the depression and a lack of 
finances. It went out of business in 1933 


and was declared defunct and inopera- 
tive by the secretary of state in 1936. It 
made application in 1937 for authority 
to transfer its certificate to another. In 
the meantime the transferee sold it an 


507 OCT. 14, 1937 





PUBLIC UTILITIES FORTNIGHTLY 


automobile so that it might procure in- 
surance thereon and file this with the 
commission to give the appearance of life 
in and activity by a “nonexistent corpora- 
tion.” 

The Colorado commission refused to 
approve the transfer of the certificate 
and held that abandonment of operations 
and lack of capacity on the part of the 
corporation to operate warranted its rev- 
ocation. The commission made this 
statement: 


Under our rules and regulations, where 


a corporation is the applicant for a certifi- 
cate of public convenience and necessity, it 
must file a certified copy of its Articles of 
Incorporation, not only showing that it is 
authorized to, but is exercising its corporate 
rights and privileges and that, among its 
corporate rights and privileges, it is author- 
ized to engage in a transportation business, 
Apparently applicants think that if applicant 
was qualified when it applied for and re- 
ceived certificate, its right to exercise and 
transfer the privileges granted by certificate 
is not affected by its dissolution. 


Re Swift Moving & Storage Co. (Appii- 
cation No. 1295-A, Decision No. 10347). 


e 


Water Lease Arrangement Relieves Municipal Plant 
of Public Utility Obligation 


HE Colorado commission last spring 
held that the city and county of 
Denver in furnishing water to customers 
beyond city limits was acting as a public 
utility and could not discontinue such 
service [18 P.U.R.(N.S.) 466]. The 
commission has now decided, on rehear- 
ing, that the right of the municipality to 
continue furnishing water service out- 
side of territorial limits as a private con- 
tractor or lessor should be recognized. 
Representations were made upon the 
rehearing that if the municipal plant was 
required to act as a public utility outside 
of the territorial limits the city must dis- 
continue service to some 20,000 inhabi- 
tants in the territory surrounding Denver 
which would work incalculable hardship 
on these inhabitants, who could not for 
a reasonable price obtain any other ade- 
quate supply, and property valued at 
many millions of dollars would be de- 
stroyed unnecessarily, lands would be 
laid waste, tourists would be frightened 


away, and the welfare of the state would 
be jeopardized. 

The original order was based largely 
upon the authority of the case of Star 
Investment Co. v. City and County of 
Denver, P.U.R. 1920B, 684, where it was 
held that the public utility status contin- 
ued to attach to service formerly ren- 
dered by a public utility company even 
after the plant had been acquired by the 
municipality. The commission deemed 
it in the public interest to distinguish that 
case by recognizing the leasing arrange- 
ments which the city had subsequently 
required from all its extraterritorial con- 
sumers. This disposition of the case, 
however, was made subject to the pro- 
vision that in such service the municipal 
plant would be subject to commission 
jurisdiction whenever service came in 
competition with any existing or here- 
after created utility. Re City and Count 
of Denver, et al. (Case No. 1994, Dect- 
sion No. 10497). 


7 


Discriminatory Treatment of Customers 
Having Electric Kitchens 


HE public utilities commission of 
the District of Columbia denied ap- 
proval of a rule providing that an electric 
company would extend at its own ex- 
pense service up to and including the 


OCT. 14, 1937 


service control switch to give service to 
kitchens containing an electric range and 
an electric refrigerator in individual 
dwellings or throughout an apartment 
building. The commission concluded that 
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this rule would be unduly discriminatory 
in both form and substance and that the 
classification which the company would 
accomplish by the application of the rule 
would be unreasonable. 

The purpose of the proposed rule was 
to encourage and facilitate the installa- 
tion of electric kitchens, thereby increas- 
ing the utility business of the company. 
It was testified that the rule if put into 
effect would make service more available 
to consumers and thereby benefit them 
and would have a tendency to lower the 
rates and make the business more attrac- 
tive for both the company and the con- 
sumers. The probable effect and benefit 
of the rule, the record disclosed, would 
be limited to new buildings because the 
expense of wiring a building already 
built would be great, and an owner hav- 
ing invested money in another form of 
kitchen would not be likely to tear it out 
and put in an electric installation. 

The commission, although recognizing 
that only unreasonable discrimination is 
unlawful and that reasonable competition 
under proper conditions is lawful and 
should be encouraged, declared it unlaw- 


ful for a utility to exact through rates 
from all uses amounts for the private use 
or benefit of a class, which, it was said, 
would be the result of the operation of 
the rule proposed by the company and the 
inclusion in the rate base of the cost of 
property installed. The opinion said: 


The decisions hold also that even where 
competition is carried on through reduced 
rates, it should at all times be made certain 
that those not within the reduced-rate class 
be not burdened with “the slightest addi- 
tional cost or charge” due to the reduced 
rate... .. May the company limit the class 
entitled to the contribution under the rule 
to those who install both electric ranges and 
electric refrigerators? 

Is there a reasonable reason for such a 
classification? Should the company be per- 
mitted to provide and charge different rates 
as between its domestic customers using 
electricity for both range and refrigerator 
and those using it only for range or refrig- 
erator? Would not such classification as be- 
tween domestic consumers be unreasonably 
discriminatory? And if such discrimination 
cannot legally be accomplished directly, can 
it be indirectly through bonuses or installa- 
tion contributions or concessions? 


Re Potomac Electric Power Co. (Formal 
Case No. 273, Order No. 1627). 


California Commission Exercises Power to 
Punish for Contempt 


Pipe a as regulatory bodies, 
usually lack the power exercised by 
a court to punish for contempt. In Cali- 
fornia, however, the commission is given 
power by statute to punish for contempt 
in the same manner and to the same ex- 
tent as courts of record. This power was 
recently exercised in the case of one who 
had disobeyed a commission order to 
cease and desist activities as a passenger 
stage operator without a certificate. 
The commission ruled that its power 
to promulgate an order of this sort was 
well established; that a mere lapse of 
time since the rendition of the order was 
not sufficient to bar a contempt proceed- 
ing; that all the facts appearing in a 


complaint are not required to be within 
the personal knowledge of the person 
making the verification, but that they 
might rest in part at least upon informa- 
tion supplied by others. 

Compliance with the License Tax Act 
of 1933, it was held, does not authorize 
operation as a common carrier in the ab- 
sence of a certificate. Compliance with 
the License Tax Act was said to be im- 
material. Moreover, the commission 
ruled that the establishment and observ- 
ance of a regular schedule was not an 
essential attribute of the common carrier, 
serving to distinguish it from a private 
carrier. Re Galtk et al. (Decision No. 
29936, Case No. 3371). 


e 
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Other Important Rulings 


HE Wisconsin commission found 

that a proposed installation of cen- 
tralized traffic control with remote con- 
trol for an interlocking plant was consist- 
ent with the public safety and, there- 
fore, the commission must approve the 
proposed installation, notwithstanding 
objections by the Order of Railroad 
Telegraphers, that the installation would 
be “unsocial” in that it might displace 
railroad employees and that it was un- 
necessary. Re Chicago, Milwaukee, St. 
Paul & Pacific Railroad Co. (2-R-681). 


The supreme court of Minnesota held 
that two freight houses operated for the 
receipt and delivery of less-than-carload 
freight were “stations” within the mean- 
ing of the statute and might not be 
closed without the permission of the 
commission. Minnesota Transfer Rail- 
way Co. v. Railroad and Warehouse 
Commission (274 N. W. 408). 


The Colorado commission denied a re- 
hearing in a case where it had revoked 
operating authority of a motor carrier 
for unlawful practices although it was 
urged that another had acquired an in- 
terest in the business. The commission 
pointed out that the other party should 
not have parted with his money until the 
transfer was authorized. Operation un- 
der the permits without permission or 
authority of the commission was unlaw- 
ful and he should not be allowed to predi- 
cate any claim of right upon such unlaw- 
ful operation. Re Shull (Case No. 2006, 
Decision No. 10342). 


The Minnesota commission, in dis- 
missing an application for authority to 
increase telephone rates, was of the opin- 
ion that annual reports purporting to 
show book cost but not revealing the 
manner in which the book cost was de- 
termined did not constitute evidence on 
which to base a finding as to fair value. 
Re Bertha Telephone Co. (M-2367). 


The Minnesota commission held that 
a rate of 75 cents per month for special 
reference listing in telephone directories 
styled “If No Answer Call” was unrea- 
sonable and not supported by the evi- 
dence, and that a rate of 25 cents per 
month per listing would be sufficient to 
reimburse the company for all costs to it 
in rendering this service. Re Tri-State 
Telephone & Telegraph Co. (M-2364). 


The Pennsylvania commiss:on ap- 
proved the transfer of water utility prop- 
erty to a borough, with the statement that 
the commission is in full sympathy with 
the idea of municipal ownership and op- 
eration of so vital an adjunct to health- 
ful and prosperous community life asa 
waterworks system if it can be acquired 
at a reasonable price and can be financed 
at minimum expense. Re Upper Dublin 
Water Co. et al. (Application Docket 
Nos. 35426-35428). 


The supreme court of New Hampshire 
upheld the validity of an ordinance re- 
quiring operators of taxicabs to equip 
their cabs with taximeters, under a stat- 
ute authorizing cities to license and regu- 
late porters, cartment, and cartage, run- 
ners for boats, stages, cars, and public 
houses, hackney coaches, cabs, and car- 
riages and their drivers. State v. Guertin 
(193 Atl. 237). 


The supreme court of appeals of West 
Virginia held that where ratepayers al- 
leged that they had been required by a 
utility to pay charges in excess of the 
legal rates in effect at the time such 
charges were made and sought to recover 
the excess, a judicial question determin- 
able by the courts was presented and this 
was in no wise contingent upon a pre- 
liminary inquiry by the commission as 
to whether the rate charged was in ex- 
cess of a reasonable rate. Charleston 
Apartments Corp. v. Appalachian Elec- 
tric Power Co. (192 So. 294). 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports, 
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PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Public Utility Commission 


Duquesne Light Company 


[Complaint Docket No. 11405.] 


Rates, § 85 — Powers of Commission — Temporary rates. 


1. The Commission is empowered by Public Utility Law, § 310, to establish 
temporary rates to be charged pending the final determination of a rate 
investigation, p. 4. 


Rates, § 635 — Temporary rate reduction. 


2. The Commission does not attempt to translate into a temporary rate 
reduction matters that are in substantial dispute but preserves for more 
minute study and future determination those matters wherein there is a 
genuine difference of opinion or upon which the present record is not 
sufficiently clear to afford to the Commission the basis of exact decision, p. 
4. 


Valuation, § 290 — Working capital — Allowances for bank balances. 


3. No additional allowances for bank balances which a company, it was 
alleged, was bound, at least morally, to keep with certain of its collection 
agencies and no allowances for estimated delayed collection of municipal 
obligations were included in the working capital allowance, p. 5. 


Valuation, § 249 — Contributions in aid of construction. 
4. Contributions in aid of construction have no place in the rate base, p. 


Return, § 87 — Electric utility — Temporary rates. 
5. A return of not more than 6 per cent was held to be reasonable in 
fixing temporary rates pending investigation of an electric utility serving 
a large compact urban community, p. 6. 

[1] 1 20 P.U.R.(N.S.) 
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Expenses, § 15 — Reasonableness — Calculations for temporary rates. 
6. The policy of the Commission, in the calculation of a temporary rate, 


is not to predetermine matters of substantial dispute ; the Commission 
allows as operating expenses certain items concerning which there is sub- 
stantial dispute, but acceptance by the Commission is in no way an agree- 


ment with them, p. 8. ’ 


Valuation, § 67 — Evidence of original cost — Predecessor companies. 
7. Values contained on the books of predecessor companies, reflecting con- 
ditions and costs at the time of construction, are the best evidence of 
original cost of property of a public utility company, p. 9. 


Valuation, § 38 — Rate base — Excess purchase price — Profit to holding com- 
pany. 
8. The Commission, in fixing rates for a public utility company which has 
purchased properties through a parent holding company at prices exceed- 
ing book value, aims to eliminate from the elements comprising the rate 
base on which the consumer pays a return any reflection of the book 
profit accruing to the holding company, p. 9 


Valuation, § 119 — Overheads — Book figures. 
9. The Commission, in a determination of original cost, does not consida 
as part of physical used and useful property overheads which are not re- 


flected in the actual cost of construction shown on the companies’ books, 
p. 10. 


Rates, § 235 — Establishing tariffs — Action by Commission. 


10. The Commission, in a rate investigation, should not only prescribe the 
allowable return to which the utility is entitled but should indicate the 
character of the tariff under which the utility should operate, p. 11. 


Rates, § 82 — Powers of Commission — Prescribing tariffs. 


11. The Commission has ample statutory power to prescribe tariffs for a 
public utility company in addition to prescribing the allowable return to 
which the utility is entitled, p. 11. 


Rates, § 253 — Schedules — Simplification. 
12. An electric utility company should have simplified tariffs containing a 
minimum number of schedules, p. 11. 

Rates, § 362 — Electric — Municipal street lighting. 


13. A quantity discount ranging from naught to a maximum of 15 per cent 
in a schedule for municipal electric street lighting is too great a range 
and should be amended to provide a minimum discount of 3 per cent and 
a maximum of 5 per cent, p. 11. 


Rates, § 362 — Electric — Municipal street lighting. 


14. Rates in a schedule for municipal electric street lighting should give 
proper consideration to the cost of different types of street lighting equip- 
ment, and the tariff should show separately the portion of the rate ap 
plicable to the special equipment required, p. 11. 


Rates, § 362 — Electric — Municipal street lighting — Availability. 


15. An electric rate schedule for municipal street lighting should be re 
stricted to tax collecting political subdivisions, p. 11. 


20 P.U.R.(N.S.) 2 
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Discrimination, § 39 — Rate differences — Customer classifications. 


16. Preferences under rate classifications must be eliminated where identical 
service is rendered at different rates under different schedules to customers 
classified into residential, small commercial, large commercial, and whole- 
sale light and power, p. 12. 


§ 323 — Electric — Connected load count. 


17. An electric utility’s rate structure should not contain a provision for 
demand charges on the basis of a connected load count of the customer’s 
equipment, which, when taken for billing purposes at 100 per cent, denies 
to the customer any advantage to which he may be entitled by reason of 
the diversity in use of such equipment, p. 12. 


Rates, § 243 — Reclassification — Advance notice to customers. 


18. An electric utility company which is required to reclassify customers 
for rate making should give a maximum of nine months’ notice of transfer 
to the standard rate of customers upon whom hardship might be inflicted 
by increased costs which they would bear under the standard schedule, so 
that they may be able to provide proper equipment and thus avoid the 
penalty, p. 14. 


[August 17, 1937.] 
ern instituted upon motion of Commission to de- 
termine reasonableness of electric rates; temporary rate 
reduction ordered. 
> 


The Com- counties, has filed with the Commis- 


By the CoMmIssION: 


mission, on June 7, 1937, instituted 
an inquiry and investigation upon its 
own motion for the purpose of de- 


termining the fairness, reasonable- 
ness, and justness of the rates and 
charges of the Duquesne Light Com- 
pany. There was included within the 
scope of this inquiry and investiga- 
tion and notice thereof the consider- 
ation of the imposition of temporary 
rates under the provisions of § 310 of 
the Public Utility Law. A hearing 
was held in Pittsburgh on June 17, 
1937, and further adjourned hearings 
were held in Pittsburgh on June 18, 
June 24, June 25, July 8, July 9, and 
July 22, 1937. 

Duquesne Light Company, which 
serves electricity to the public in the 
city of Pittsburgh and in contiguous 
territory in Allegheny and Beaver 


sion a tariff containing 15 schedules 
under which tariff it serves approxi- 
mately 325,000 consumers. It is to be 
noted that approximately 96 per cent 
of its consumers are served under 
only three of its tariff schedules, 
schedules “C,” “V,” and “W.” The 
record in this proceeding consists of 
more than 492 pages of direct testi- 
mony and, in addition thereto, 70 sep- 
arate exhibits introduced by the Com- 
mission and two exhibits introduced 
in behalf of the respondent company. 
These exhibits, with a few exceptions, 
are statistical analyses and reports of 
the financial operations of the Du- 
quesne Light Company prepared by 
or under the supervision of officers of 
the company from the books and rec- 
ords of the company. 

This proceeding is fundamentally a 
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rate proceeding for the purpose of 
ultimately determining the fair valua- 
tion of the property of the respond- 
ent used and useful in its public serv- 
ice, and whether or not the present 
tariff is fair and reasonable and is 
producing to the company a fair re- 
turn on such fair valuation. 

[1, 2] The Public Utility Law, in 
§ 310, empowers the Commission to 
establish in a proceeding such as this, 
if it be of opinion that the public in- 
terest so requires, temporary rates to 
be charged pending the final determi- 
nation of the proceeding. It is the 
opinion of the Commission in this pro- 
ceeding that the public interest re- 
quires temporary rates to be forth- 
with prescribed. It becomes our duty 


to examine the record and to deter- 
mine the rate to be prescribed, in com- 
pliance with the provisions of the stat- 


ute. We make the observation at this 
time that in this case no attempt is 
made to translate into the reduction 
herein ordered matters that are in 
substantial dispute, and we preserve 
for more minute study and future de- 
termination those matters wherein 
there is a genuine difference of opin- 
ion or upon which the present record 
is not sufficiently clear to afford to 
the Commission the basis of exact de- 
cision. The effect of this will be to 
pass on to the consumers of the re- 
spondent immediate substantial sav- 
ings, without at the same time plac- 
ing an undue burden upon the opera- 
tions of the respondent utility. 

The book value of property invest- 
ed in plant and equipment carried by 
the company in its electric fixed capi- 
tal account was, as of April 30, 1937, 
$177,514,970. This amount is com- 
posed of the following items: $119,- 
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624,801 represents cost of respond- 
ent’s own construction less retire- 
ments credited thereto on its books as 
of April 30, 1937; $21,183,478 rep- 
resents acquired property of going 
concerns stated at the appraised value 
at date of acquisition less subsequent 
sales, identified retirements and 
amounts classified as other invest- 
ments ; $13,382,405 represents excess 
of price paid by respondent for the ac- 
quired property over tne appraised 
value at date of acquisition ; $19,745,- 
648 represents an addition to the book 
value of the property arising from a 
revaluation as of January 1, 1927; 
$3,578,638 represents the book value 
of that portion of the Harwick Coal 
Mining investment which has been 
included by the respondent in its elec- 
tric fixed capital. 

In the tentative calculation which 
we are here making for the purpose 
of effecting a reasonable and proper 
temporary rate, we will make no de- 
duction for the items arising from the 
excess of the purchase price over the 
appraised value of acquired proper- 
ties or the excess arising from the re- 
valuation, but the Commission’s ac- 
ceptance of these figures at this time 
in no way will bind it in the final de- 
termination of this rate proceeding. 

Duquesne Light Company owns a 
coal mine known as Harwick mine. 
It created a subsidiary company, Har- 
wick Coal & Coke Company (here- 
inafter referred to as Harwick Com- 
pany), a company which operates this 
mine. All of the capital stock of this 
subsidiary is owned by respondent. 
Respondent has, in the past, in addi- 
tion to taking the entire production of 
the Harwick mine, purchased large 
quantities of coal from the Warwick 
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Coal Company. The stock of this lat- 
ter company was owned by the Har- 
wick Company and in December of 
1936, the Warwick Company was 
merged with the Harwick Company. 
The respondent now purchases all of 
the coal produced by the consolidated 
Harwick Company (with the excep- 
tion of a nominal amount sold to the 
miners at the sites of actual opera- 
tion), at a fixed price per ton. The 
surplus of the Harwick Company re- 
sulting from the mining operations is 
returnable to the respondent in the 
form of dividends. The income from 
this source as estimated for the year 
1937 was $124,350. We recognize a 
difficult problem that must await fu- 
ture decision in regard to these coal 
properties. It must be left for the 
final determination of this rate case 
whether these coal properties shall be 
considered used and useful in render- 
ing electric service and their value in- 
cluded in the rate base of the respond- 
ent or whether we shall exclude their 
coal properties from the rate base and 
determine whether or not the price 
paid to this affiliate is a reasonable 
price. Because of the need of further 
development of this subject in the rec- 
ord and for the purposes of this cal- 
culation we will include in the rate 
base the book value of the coal mine 
property, and include in operating ex- 
penses the price paid for coal, less the 
element of return on the mine prop- 
erty. In so doing, however, we do 
not bind ourselves to any specific 
method of treatment in the ultimate 
decision of this case. 


For the purposes of this tentative 
calculation we shall allow cost of fi- 
nancing on the estimate of 4 per cent 
of the book value of the assets, or 


$7,158,802. The record in Security 
Docket 116, incorporated in this pro- 
ceeding, shows the brokerage cost of 
the respondent’s recent bond issue of 
$70,000,000 to be less than 3 per cent. 
Therefore we believe this over-all al- 
lowance of 4 per cent to be certainly 
a reasonable allowance. This item 
will likewise be subject to adjustment 
after a more complete record disclos- 
es the exact cost of financing. 


[3] There has been introduced in- 
to the record Exhibit No. 10, prepared 
by the controller of the respondent 
company showing an estimate of 
working capital to be $3,725,000. At 
the final hearing on July 22nd, the 
controller testified that this tentative 
item in Exhibit No. 10 was comput- 
ed by him and substantially followed 
a formula that he understood had the 
approval of the Commission. How- 
ever, the record discloses certain dis- 
crepancies in the estimate and the 
Commission is not in accord with the 
figures contained therein. The con- 
troller further testified at the hearing 
on July 22nd, that in his opinion the 
estimate was not sufficient, but that it 
should also include additional allow- 
ances for bank balances which the re- 
spondent was bound, at least morally, 
to keep with certain of its collection 
agencies and that there should also be 
allowed an estimate for delayed col- 
lection of municipal obligations. The 
Commission will not allow any such 
items in addition to the figure con- 
tained in Exhibit No. 10, and for the 
purposes of this calculation shall ac- 
cept the estimate contained in that 
exhibit. Again this in no way should 
be construed as our calculation of this 
item for the purposes of final deter- 
mination. 
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In the final rate determination there 
may be added to fixed capital certain 
additional allowances for overheads. 
From our calculations we conclude, 
for the purposes of this temporary de- 
termination, that the sum of $12,- 
000,000 is a liberal allowance for ov- 
erheads and we shall allow that 
amount for these items of overheads. 
Included within the estimate is a pro- 
vision for going concern value; 
whether or not such an allowance is 
to be allowed in the ultimate rate case 
depends entirely upon what the evi- 
dence shows. 


To demonstrate tabularly what we 
have discussed in the foregoing para- 
graphs, we set forth the following 
schedule: 


Schedule of Items Included in Property Value 


Cost of company’s own construc- 
tion less retirements credited 
thereto on books of company as 
of April 30, 1937 

Acquired property stated at ap- 
praised value at date of acquisi- 
tion, less subsequent sales, iden- 
tified retirements and amounts 
classified as “Other Invest- 
ments” 

Excess of price paid for acquired 
properties over appraised value 
at date of acquisition 

Excess of appraised value at Jan- 
uary 1, 1927, over the then 
book value of said property 
less subsequent retirement re- 
lated to said excess 

Book value of coal property used 
exclusively in the process of 
generating electric energy, in- 
cluding property classified as 
other investments and property 
shown on the books of the coal 
company. The value stated in- 
cludes the amount paid to the 
parent company (Philadelphia 
Company) in which transaction 
the parent company booked a 
profit of $2,295,000 

Allowance for cost of financing, 
4% of $178,970,062 

Additional allowance for over- 
heads in general 

Working capital 


$119,624,801 


21,183,478 


13,382,405 


19,745,648 


5,033,730 
7,158,802 


3,725,000 


$201,853,864 
20 P.U.R.(N.S.) 


UTILITY COMMISSION 


[4] From this total book value of 
electric fixed capital, plus the addi- 
tional allowances for overheads, there 
must be subtracted accrued deprecia- 
tion and one additional item carried 
on the books of Duquesne Light Com- 
pany. This latter account is titled: 
“Surplus Invested in Fixed Capital 
after January 1, 1919—$1,866,111.” 
At page 54 of the record the control- 
ler testified that this item represent- 
ed contributions in aid of construc- 
tion. Such items have no place in the 
rate base and a reduction of that 
amount must be made from the fixed 
capital. 

The record conclusively demon- 
strates that the annual charges made 
for depreciation subsequent to Janu- 
ary 1, 1927, have maintained a rea- 
sonable alignment with the retirement 
costs and other charges to this account 
and for the purposes of this tentative 
calculation we feel that the accrued 
depreciation of $13,996,618 now ap- 
pearing on the books of the respond- 
ent, including the amount set forth as 
related to the value arising from re- 
valuation, is a reasonable allowance 
and therefore must be subtracted from 
fixed capital. 

[5] Deducting the last two items 
discussed results in a tentative rate 
base of $185,021,135. We believe 
that in this determination a return of 
not more than 6 per cent is a reason- 
able allowance for an established elec- 
tric utility serving a large, compact, 
urban community such as respondent 
supplies, and a return at this rate on 
the above calculated rate base would 
be $11,501,268. Having arrived at 
a reasonable return on the tentative 


' value of the respondent’s property, it 


now becomes necessary to examine the 
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revenues, expenses, and other opera- 
tions. 

The revenue of the respondent is 
derived principally from the sale of 
electric energy. The total revenue 
from this source for the year 1936 
was $27,784,049 ; the revenue for the 
first six months of 1937 was $15,755,- 
575; and the revenue for the first six 
months of 1936 was $13,385,130, or 
an increase of $2,370,443 over the 
similar period of the previous year. 
There has been introduced into this 
record the budget of the respondent 
prepared as of January 1, 1937, pro- 
jected for the year 1937 and this 
budget estimates the revenue from this 
source to be $27,148,000. There has 
also been introduced into the record 
a revised budget prepared in June and 
the estimated revenue set forth in the 
revised budget is $30,439,000. It is 
significant to compare the estimates 
in the original budget with actual op- 
eration during the first six months of 
1937, which we set forth in the fol- 
lowing schedules : 


Month 
January 


Actual 


$2,761,000 
2,552,000 
2,672,000 
2,626,000 
254, 2,431,000 
2,263,000 2,511,123 


The estimates were thus consider- 
ably below the actual income. From 
all of the above we feel justified in 
concluding that the income of the re- 
spondent from this source will be not 
less than $30,439,000, which is the 
figure contained in the respondent’s 
revised budget of 1937, which we 
adopt for the purposes of this tempo- 
rary rate. 

The second source of revenue is de- 
tived from rentals of property includ- 
ed in the rate base. The actual rental 


Estimated 
$2,597,000 


received in 1936 was $612,796 and it 
has been testified to by an officer of 
the company that there is no substan- 
tial change for 1937; in our tenta- 
tive calculation we will, therefore, 
accept this figure. 


The operating expenses of Du- 
quesne Light Company present prob- 
lems in which there is a substantial 
dispute. We will treat certain of the 
items separately. There is an item of 
$2,747,000, for fuel expenses which 
we shall accept for the purposes of 
this tentative calculation after sub- 
traction of an amount of $124,350 
estimated as income from Harwick 
Company stock, leaving a total of $2,- 
622,650. (See discussion on page 
4.) This subtraction is necessary 
because the coal property is included 
in the rate base. Another item is an- 
nual depreciation, $2,480,000. In our 
foregoing discussion we stated that 
the annual depreciation maintained a 
consistent alignment with the actual 
retirement costs and for the purpose 
of this tentative calculation we shall 
not disturb this estimate. Taxes for 
1937 are estimated to be $4,092,000. 
This expense is variable and many 
of the returns of 1936 have not been 
settled, but for the purposes of this 
tentative calculation, we shall not dis- 
turb this estimate. The respondent 
pays a rental charge for the lease of 
the property of the Monongahela 
Light & Power Company of $170,- 
200, under a long-term lease agree- 
ment. In the proceeding we have defi- 
nitely indicated our approach to this 
question in the ultimate decision of 
this case, but for the purposes of ten- 
tatively calculating the expenses of 
the company we shall not disallow at 
this time. The company pays pen- 
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sion expenses of approximately $470,- 
000. The record is practically com- 
plete with the details of the pension 
plan. We shall allow the entire amount 
in this tentative calculation, without 
committing ourselves to any precedent 
with regard to this account. We feel 
that more study is necessary to form- 
ulate our policy with regard to allow- 
ing any part or all of such pension 
charges in operating expenses and so 
such decision shall be left for final de- 
termination. 

There is an amount for other ex- 
penses of $8,014,000, which contains 
certain questionable items, including 
the respondent’s estimated increased 
payroll costs for 1937. The record 
should be further developed with re- 
gard to these items, but for the pur- 
poses of this tentative calculation, we 
will accept the above figure. 

[6] We repeat, there are a num- 
ber of matters contained in the oper- 
ating expenses which are in substan- 
tial dispute and our acceptance of the 
above-cited figures are in no way an 
agreement with them. However, in 
the calculation of a temporary rate it 
is the policy of the Commission not 
to predetermine matters of substan- 
tial dispute and with that in mind we 
set forth the following summary of 
the estimated revenues and expenses. 


Summary 


Operating revenue 
Rentals 


$30,439,000 
612,796 
Total revenue $31,051,796 

Fuel 0 

Pension expense 

Taxes 

Depreciation 

Rent for lease of Monon- 

os Light & Power 


4,092,000 
2,480,000 


0. 
Other expenses 


17,848,850 . 


Return earned $13,202,946 
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Subtracting the foregoing total of 
the expenses, to wit, $17,848,850, 
from out estimated revenue of $31, 
051,796, we arrive at a figure of $13,- 
202,946, which, for the purposes of 
discussion we shall round to $13, 
200,000. Comparing this total return 
with the calculated estimated return 
to which respondent is entitled, to 
wit, $11,501,268, or an excess of 
over $1,700,000, this excess is arrived 
at by a method of calculation that al- 
lows the fullest consideration of the 
claims of the respondent. However, 
we recognize the fact that it may be 
affected in the final case by consider- 
ations not herein weighted. Tempo- 
rary rates should be imposed within 
the bounds of reasonable certainty, 
and from this record, giving full con- 
sideration to all possible matters, the 
consumers of this company are enti- 
tled to an immediate reduction of at 
least $1,250,000. This is $450,000 
less than our estimate of allowable 
return, or 14 per cent of the estimat- 
ed revenues by respondent. 


In the opening of this proceeding, 
and in the original inquiry and inves- 
tigation, notice was given that the 
Commission would consider the im- 
position of temporary rates. Section 
310 (a) provides as follows: 

“The Commission may in any pro- 
ceeding involving the rates of a pub- 
lic utility brought either upon its own 
motion or upon complaint after rea- 
sonable notice and hearing if it be of 
opinion that the public interest so re- 
quires, immediately fix, determine, 
and prescribe temporary rates to be 
charged by such public utility pending 
the final determination of such rate 
proceeding. Such temporary rates s0 
fixed, determined, and prescribed shall 
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be sufficient to provide a return of not 
less than 5 per centum upon the origi- 
nal cost less accrued depreciation of 
the physical property (when first de- 
voted to public use) of such public 
utility used and useful in the public 
service and if the duly verified reports 
of such public utility to the Commis- 
sion do not show such original cost 
less accrued depreciation of such prop- 
erty the Commission may estimate 
such cost less depreciation and fix, 
determine, and prescribe rates as here- 
inbefore provided.” 

This section and § (e) of 310 are 
virtual restatements of the existing 
law of the state of New York. There 
are no court decisions upon the Penn- 
sylvania statute, but the similar New 
York statute has been upheld by the 
highest court of New York state. 
Bronx Gas & E. Co. v. Maltbie 


(1936) 271 N. Y. 364, 14 P.U.R. 


(N.S.) 337, 3 N. E. (2d) 512. The 
present record conclusively shows 
that the original cost of the property 
installed by Duquesne Light Company 
is $119,624,891. The respondent is 
made up in part of property acquired 
as going concerns and to the above 
figure must be added the original cost 
of acquired properties. The present 
uniform systems of account specifi- 
cally provides in “Instructions Elec- 
tric Plant Account”—page 37 of Ex- 
hibit 30: 

“B. The cost to the utility of its 
electric plant shall be ascertained by 
analysis of the utility’s records. In 
ascertaining the cost it is not intend- 
ed that any correction need be made 
for depreciation or amortization ap- 
plicable to operating units or systems 
previously acquired, whether or not 
such depreciation or amortization was 


recorded in the books of the account- 
ing utility. It is likewise not intend- 
ed that adjustments shall be made to 
record in electric plant accounts 
amounts previously charged to oper- 
ating expenses in accordance with the 
uniform system of accounts in effect 
at the time or in accordance with the 
discretion of management as exer- 
cised under such uniform system of 
accounts.” 

[7, 8] Values contained on the 
books of the predecessor companies, 
reflecting conditions and costs at the 
time of construction, are the best evi- 
dence of original cost of the proper- 
ty. Exhibit No. 14 shows, as ex- 
plained by the testimony of the con- 
troller of the respondent company, 
that the books of the predecessor com- 
pany show a value as at date of ac- 
quisition, not exceeding $22,500,535 
for the major properties listed in that 
exhibit for which properties Duquesne 
Light Company paid $32,869,142. 
The total purchase price paid by re- 
spondent for all acquired properties 
as shown in Securities Docket 116 was 
$38,612,000 of which there is includ- 
ed in the present book value of fixed 
capital $21,183,748. This latter 
amount represents the appraised val- 
ue of the property at date of acquisi- 
tion less property classified as other 
than electric property and after de- 
duction therefrom of subsequent 
sales, identified retirements and sur- 
plus charges to May 31, 1935. The 
predecessor company’s book value of 
certain of these properties, as shown 
in Exhibit 14, was greater than re- 
spondent’s appraised value to the ex- 
tent of approximately $3,000,000. 
For the purpose of this calculation we 
shall allow the balance of appraised 
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value at date of acquisition $21,183,- 
741, plus the additional $3,000,000 
indicated by the values on the books 
of the predecessor companies. It ap- 
pears that many of these properties 
were purchased by the respondent 
through a parent holding company, 
The Philadelphia Company, at prices 
far exceeding the book value as shown 
by the books of the purchased com- 
pany, as revealed by similar transac- 
tions in the record, i. e., The Har- 
wick Company transaction, Exhibit 
14, and it is more likely that excess 
of purchase price over appraised val- 
ue of acquired properties, $13,382,- 
405, represents the profit taken by the 
holding company which controls the 
respondent and which manipulated 
the transactions by which the respond- 
ent acquired these going properties. 
It is one of our chief aims in this rate 
case to be certain to eliminate from 
the elements comprising the rate base 
‘ from the value of the prop- 
erty of the respondent on which the 
consumer pays a return in the form 
of charges for electric service , 
any reflection of the book profit so 
accruing to the holding company. We 
feel that this resulting total $24,183,- 
471, is a reasonable estimate of the 
original cost of acquired going prop- 
erties. We reiterate such opinion is 
subject to revision in the final deter- 
mination of this case. 

[9] In this calculation of the 
original cost, as shown by the record, 
there must be added to the foregoing 
total of fixed capital an allowance for 
working capital. For the purpose of 
this calculation, we will adopt the 
same figure we adopted in the previ- 


ous discussion of the tentative rate, 


base, to wit, $3,725,000, as contained 
20 P.U.R.(N.S.) 


in Exhibit 10. We do not consider 
as part of “physical property used and 
useful’? overheads which are not re- 
flected in the actual cost of construc- 
tion shown on the companies’ books, 
and therefore, for the purpose of this 
calculation, no further allowance for 
overheads should be made. From this 
sum there must be deducted accrued 
depreciation, excluding that portion 
related to the revaluation, and for this 
purpose we shall adopt the book fig- 
ure of reserve for depreciation of 
$8,268,862. There must also be de- 
ducted the item described hereinbe- 
fore as contribution in aid of con- 
struction in the sum of $1,866,111. 
The following table shows the result- 
ant estimate of original cost: 
Cost of company’s own construc- 

tion less retirements credited 

thereto on the books of the 

$119,624,80! 

Acquired property stated at the 

balance remaining of the ap- 

praised value at date of acqui- 

sition 
Book value of coal property less 

profit to Philadelphia Com- 


pany included therein 
Working capital 


24,183,478 


SS 
Contributions in aid 

of construction .. $1,866,111 
Reserve for depre- 

ciation 


$140,137,216 


Under the terms of the statute, a5 
per cent return on this figure would 
be $7,003,860. This is so far below 
the amount of the return permitted by 
this order that any slight error made 
in our estimate of original cost coull 
not be so substantial as to make this 
order in violation of the statute. We 
feel that the record fully complies with 
the requirements of § 310 (a) and 
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that a reduction of $1,250,000 is a 
reasonable reduction and within our 
statutory powers to order. 

[10-12] Before coming to the 
formal order in this matter, one oth- 
er comment should be made. Prior 
utility regulation in Pennsylvania and 
other jurisdictions has been content 
to prescribe the allowable return to 
which a utility is entitled. This Com- 
mission feels that one other step is 
equally essential, namely, that of in- 
dicating the character of the tariff 
under which the utility should oper- 
ate. There is ample power in the stat- 
ute to permit us to prescribe such tar- 
iffs and a very recent opinion of the 
superior court in the case of Pennsyl- 
vania Power & Light Co. v. Public 
Service Commission (1937) — Pa. 
Super. Ct. —, 19 P.U.R.(N.S.) 433, 
193 Atl. 427, suggested that the Com- 
mission exercise this prerogative. 
The present tariffs of the respondent 
company contain a great many sched- 
ules (see discussion on page 1) and 
are set forth in such fashion as to 
be, if not incomprehensible to the or- 
dinary consumer, at least so compli- 
cated as to discourage study. We ex- 
press the opinion that there is a great 
need for simplified tariffs containing 
a minimum number of schedules. In 
this case the respondent company will 
be directed to simplify its tariff. 

We shall set forth the principles 
upon which the new tariff should be 
based, relating our discussion neces- 
sarily to the present tariff of respond- 
ent. No change need be made at this 
time in the following schedules: “J” 
—the tariff under which service is ren- 
dered to street railways; “M’’—the 
tariff under which emergency munici- 
pal service is rendered, and ‘‘N’’—the 


special tariff applicable to service at 
66,000 volts. 

Under schedule “E” there are pres- 
ently served three customers compris- 
ing more than 600 schools and other 
municipal connections, all of which 
are in the city of Pittsburgh. All oth- 
er public and parochial schools and 
municipal connections in respondent’s 
territory have been served under 
schedule “W” at rates, which when 
applied to all but the very largest 
schools, are higher than schedule 
“E.” We feel that all such schools 
and municipal connections other than 
street lighting should have available 
a maximum rate of 2} cents per kilo- 
watt hour provided for in schedule 
“EF.” However, if any such school 
can more advantageously take serv- 
ice under the provisions of the pres- 
ent rate “W” this latter rate, or the 
schedule into which it will be trans- 
posed, should be made available to 
it. 

[13-15] 


Rate “T” is the present 
schedule under which municipal street 


lighting is served. Principal criti- 
cism of this schedule lies in the fact 
that its present quantity discount 
ranging from naught to a maximum 
of 15 per cent is far too great a range 
and should be amended to provide a 
minimum discount of 3 per cent and 
a maximum of 5 per cent. The rates 
in this schedule do not appear to give 
proper consideration to the costs of 
different types of street lighting 
equipment, and in connection with the 
correction of the quantity discount, 
the rates should be revised to correct 
such differences and to show sepa- 
rately the portion of the rate applica- 
ble to the special equipment required. 
Application of this schedule should be 
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restricted to tax collecting political 
subdivisions. 

Churches and charitable institu- 
tions are at present served under Rate 
“W” subject to the provisions of 
Rider No. 7, which limits the maxi- 
mum average cost of 4} cents per 
kilowatt hour. The Commission is 
of the opinion that said Rider No. 7 
should be continued with the maxi- 
mum average cost to churches and 
charitable institutions limited to 4 
cents per kilowatt hour. 

The schedules we have discussed, 
Th. "a, ch “ee Oe 
Rider 7 of Rate ““W,” apply to service 
of a special character, the rates in 
which cannot be grouped or in any 
way consolidated with rates applica- 
ble to respondent’s standard service. 
With the revision of schedules “E” 
and “T” as above indicated, we con- 
sider the five tariffs for special serv- 


ice to satisfy present needs. 

[16] All of the remaining sched- 
ules, viz., “A” en Ws “DW,” "=, 
es Shy “VW,” ws Ay “FW,” and a Sg 


provide rates for the company’s 
standard electric service applicable to 
customers having peak power de- 
mands ranging from that of a single 
50-watt lamp to an installation of ap- 
proximately 24,000 horsepower. The 
company has classified these custom- 
ers into residential, small commer- 
cial, large commercial, and wholesale 
light and power. For each of the 
above customer classifications there 
are two or more schedules of rates. 
A careful study and analysis of the 
rates contained in these schedules re- 
veals that identical service is rendered 
at different rates under different 
schedules to customers. Preferences 


thus existing under the present rate 
12 
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classifications must be eliminated. We 
are of the opinion that a mere read- 
justment of existing rate schedules 
cannot accomplish this end and that 
a rearrangement of the customer 
groups and the rate schedules must 
be made. 

[17] In the matter of establishing 
rates for the company’s standard 
service, the Commission is of the 
opinion that it would be desirable to 
have not more than two customer 
groups with one schedule of rates for 
each group; but we find that it is not 
practical to change in one step from 
the existing complicated structure in- 
volving many groups with several 
schedules of rates within each group, 
to a rate structure containing only 
two schedules. Furthermore, it is 
the Commission’s opinion that the ul- 
timate rate structure should not con- 
tain provision for demand charges on 
the basis of a connected load count of 
the customer’s equipment, which, 
when taken for billing purposes at 
100 per cent, denies to the customer 
any advantage to which he may be en- 
titled by reason of the diversity in 
use of such equipment. 

The rates paid by the connected 
load group of customers (including 
residential customers with a _ high 
room count, and commercial custom- 
ers on Rates “V” and “W” having 
connected loads from 0 to 18,000,000 
volt amperes) are materially out of 
line with the block meter rate applied 
to residential customers. In impos- 
ing temporary rates, however, the 
amount of money available for reduc- 
tion of rates is not sufficient to enable 
the Commission to completely elimi- 
nate, at this time, rates based upon: 
count of connected load. Therefore, 
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the classification of customers pre- 
scribed and the rates indicated here- 
in have been designed to accomplish 
certain important steps toward the ul- 
timate establishment of two rate 
schedules applicable to all customers 
taking respondent’s standard service. 
By standard service we mean that 
service rendered to all customers oth- 
er than to tax-collecting bodies, char- 
itable institutions, and certain special 
services as hereinbefore set forth. 
These steps are enumerated as fol- 
lows: 

1. Simplify the block meter rate by 
transferring to the connected load 
group the large residences (more than 
15 rooms) the average connected load 
of which is too great to permit of an 
equitable application of the present 
block meter rate provided for small 
customers. 

2. Reduce the number of custom- 
ers to be billed on the basis of a count 
of connected load by: 

(a) Transferring to the block 
meter rate those commercial custom- 
ers having an insignificant load (1,- 
000 volt amperes or less). 

(b) Transferring to a metered de- 
mand rate those commercial custom- 
ers with demands in excess of 5,000 
volt amperes, or consumptions in ex- 
cess of 750 kilowatt hours, which is 
obviously too great a demand to per- 
mit of grouping with the very small 
customers. 

3. Establish for customers having 
connected loads of 1,000 to 5,000 
volt amperes, rates which are direct- 
ly in line with the block meter rate 
prescribed for small customers and 
the metered demand rates applicable to 
the large customers. This alignment 
of rates will facilitate the subsequent 


transfer of the connected load cus- 
tomers to either of the two principal 
rate schedules. 

To accomplish this program, the re- 
spondent’s customers taking its stand- 
ard service, of which there were 327,- 
642 at June 30, 1937, will be classi- 
fied as follows: 


Group 1. Residential customers 
having homes of 15 rooms or less, and 
commercial customers having a con- 
nected load of 1,000 volt amperes or 
less. 


Group 2. All customers having a 
connected load of more than 1,000 
volt amperes and not more than 5,- 
000 volt amperes. This shall include 
residential customers having homes of 
more than 15 rooms. 


Group 3. Customers having a con- 
nected load of more than 5,000 volt 
amperes or a consumption greater 
than 750 kilowatt hours per month. 
The billing demand of these custom- 
ers shall be determined by actual 
measurement through a demand me- 
ter. 


The rates to be charged small cus- 
tomers in the first group shall be: 


(Minimum charge, 50¢ per service per month.) 

First 50 kw. hr. per meter per month @ 5¢ 
net per kw. hr. 

Next 100 kw. hr. per meter per month @ 3¢ 
net per kw. hr. 

Excess @ 2¢ net per kw. hr. 

The rates to be charged customers 
in Group 2 shall be identical for each 
thousand volt amperes of connected 
load with the rates charged the cus- 


tomers in Group 1. 

Customers in Group 3 shall be 
charged in accordance with the rates 
now contained in respondent’s sched- 
ule “W”—“Large Commercial Serv- 
ice” with such amendments in the de- 
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mand and energy charges as may be 
necessary to produce the proper rela- 
tionship with the rates applicable to 
customers in Group 2, thus avoiding 
increased bills upon the subsequent 
transfer from the latter group of 
those customers whose monthly con- 
sumption exceeds 750 kilowatt hours. 

[18] The reclassification of cus- 
tomers and the application of the rates 
indicated herein will provide for the 
three groups established, rates which 
are as low or lower than the existing 
rates, except when applied to certain 
customers on schedules “F,” “FW,” 
and “G.” The customers served un- 
der these schedules, all of whom are 
industrial concerns having individual 
connected loads of more than 20,000 
volt amperes and belonging in the me- 
tered demand group, appear to have 
preferential rates. The Commission 
understands that in most instances 
these customers could have been 
served under the old rate “W” with- 
out receiving an increased bill, if they 
had installed the proper equipment. 
It would therefore appear that the 
increased cost which they would bear 
under the standard schedule, repre- 
sents a penalty for operating at a poor 
power factor. Whether or not these 
customers can protect themselves 
from increases over their present pref- 
erential rates for electric power, the 
Commission does not feel justified in 
permitting such rates to continue in- 
definitely. However, it may be that 
these customers if given a reasonable 
notice of the elimination of the pref- 
erential rates, may be able to provide 


proper equipment and thus avoid the 
penalty. Therefore the Commission, 
recognizing that a hardship may be 
inflicted upon such customers which 
may in turn affect the employees 
thereof, will direct the respondent to 
give the customers on these three 
schedules a maximum of nine months’ 
notice of the transfer to the standard 
rate. 

After full consideration of the mat- 
ters and things involved; therefore, 

Now, to wit, August 17, 1937, it is 
ordered: That temporary rates be 
and the same are hereby imposed un- 
der § 310 of the Public Utility Law 
and that the Duquesne Light Compa- 
ny, respondent, forthwith file with 
the Commission a new tariff which 
shall effect a reduction in its gross 
operating revenues of not less than 
$1,250,000 per annum. 

It is further ordered: That the 
tariff herein directed to be filed shall 
comply with the directions set forth 
in this report and order. This tariff 
shall contain not more than eight 
open (available to present and future 
customers) schedules of rates, and 
three closed (available only to present 
customers now served thereon) sched- 
ules of rates “F,” “FW,” and “G,” 
which closed schedules of rates shall 
be withdrawn from the tariff within 
nine months from this date. 

It is further ordered: That the ef- 
fect of the temporary rates hereby im- 
posed shall be considered by the Com- 
mission in the final determination of 
the rates as provided for in § 310 (e) 
of the Public Utility Law. 
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OHIO PUBLIC UTILITIES COMMISSION 


Re Independent Telephone Companies 
of Ohio 


[No. 10248.] 


Service, § 442 — Telephones — Monophone instruments. 
1. Telephone companies should meet the increasing demand for monophone 
subscriber station equipment, subject to a limitation that the companies 
should not be required to install monophone equipment within a calendar 
year in excess of 20 per cent of existing desk equipment subscribers, so 
as not to be confronted with an excessive instant demand for conversion 
of stations, p. 15. 
§ 558 — Telephones — Monophones. 
2. A reasonable rate differential for monophone telephone equipment should 
not exceed the sum of 25 cents per month for a period of two years, pro- 
vided that where subscribers now using such equipment have paid the sum 
of $6 or more, the excess charge shall cease and that subscribers now 
using such equipment who have paid less than $6 in such charges shall 
continue to pay the same only until such sum has been paid, the right to 
the use of monophone equipment without payment of the surcharge being 
limited to continuous use in the exchange in which such payments have been 
made, p. 15. 


[August 16, 1937.] 


| igeneryieetios of monophone telephone instruments and rates 

for monophone telephone service; independent telephone 

companies required to show cause why they should not be 

required to file schedules governing the furnishing of mono- 
phone equipment service. 


‘ 


By the Commission: [1,2] The length with the managers of many, 


Commission having under considera- 
tion the matter of a reasonable rate 
or charge to be maintained, imposed, 
charged, and collected by the so-called 
Class A and Class B independent tel- 
ephone companies operating in the 
state of Ohio for the use, by subscrib- 
ers, of the so-called monophone type 
of instrument, and having caused in- 
vestigations to be made by its engi- 
neers and accountants, and having at 
conferences discussed said matter at 


if not practically all, of such inde- 
pendent telephone companies, and be- 
ing in receipt of relevant data pertain- 
ing thereto submitted by such tele- 
phone companies, finds: 

That the independent telephone 
companies operating within the state 
of Ohio have not adopted monophone 
equipment as standard; 

That such development by such 
companies is negligible ; 

That there is an increasing demand 
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upon the part of the public for such 
service ; 

That the existing desk and wall 
type subscriber station equipment 
largely has been in service for an ex- 
tended period and that development 
in the telephonic art at this time indi- 
cates an increasing usage of mono- 
phone subscriber station equipment ; 

That the companies have by their 
present system of charges deterred a 
general usage of monophone equip- 
ment by the imposition of charges in 
excess of prevailing charge for desk 
equipment, and that the average an- 
nual operating and maintenance ex- 
pense for the maintenance and oper- 
ation of service to subscribers with 
such monophone equipment is not suf- 
ficiently great to justify the present 
continuous surcharge for such equip- 
ment ; 

That such independent telephone 
companies should not be confronted 
with an excessive instant demand for 
conversion of stations by subscribers, 
and, therefore, any new schedule to 
govern such service which the Com- 
mission may at this time establish 
might be accompanied with a provi- 
sion that no such company shall be 
required to install monophone equip- 
ment within a calendar year in excess 
of 20 per cent of its existing desk 
equipment subscribers; and 


That a reasonable charge to be 
maintained, imposed, charged, and 
collected by the independent telephone 
companies operating within the state 
of Ohio for the use of monophone 
subscribers’ station equipment in ex- 
cess of the prevailing charges of in- 
dependent companies of such classes 
for desk subscriber common battery 
station equipment where differential 
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charge for desk equipment prevails is 
not to exceed the sum of 25 cents per 
month for a period of two years, pro- 
vided, however, that where subscrib- 
ers now using such equipment have 
paid the sum of $6 or more, the ex- 
cess charge shall cease, and that sub- 
scribers now using such equipment 
who have paid less than $6 in such 
charges, shall continue to pay the 
same only until such sum kas been 
paid, whereafter the prevailing rental 
for desk set stations shall be the reg- 
ular charge for monophone equip- 
ment; 

Provided, however, that the right 
to the use of monophone equipment 
without payment of the surcharge 
aforesaid be limited to continuous use 
in the exchange in which such pay- 
ments have been made. 


Note. In pursuance of the order of 
citation promulgated August 16, 1937, 
and the representations and showing by 
certain of the Class A and B independ- 
ent telephone companies operating in 
the state of Ohio, the matter came on 
for final consideration and the Com- 
mission ordered Class A and B tele- 
phone companies maintaining for the 
use of desk-set subscriber stations a dif- 
ferential above the charge for wall type 
instruments to conform their schedules 
and charges to the Commission’s find- 
ings. 

The Commission’s findings were in 
substantially the same form as in the 
earlier order, but the final paragraph 
was changed to provide that “the right 
to the use of the monophone or cradle 
type station equipment without payment 
of the surcharge aforesaid be limited to 
continuous use in the system of the in- 


‘dependent company to which such pay- 


ments have been made, conditioned, 
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however, that continuous service shall a period of twelve months.” Re Inde- 
mean service where any interruption in pendent Telephone Companies of Ohio 
service from any cause shall not exceed (Ohio) No. 10248, Sept. 14, 1937. 
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Re The Tennessee Electric Power Company 


[Docket Nos. 2060, 2062.] 


Depreciation, § 13 — Annual cost — Straight-line method — Changing base — 
Earnings of reserve. 
1. An estimate of annual depreciation expense of a proposed generating 
plant is erroneous when, following the straight-line method, it is based 
upon a percentage of the original investment without depreciation or re- 
duction of the investment throughout the life of the plant and without 
taking into account accumulations on the reserve created, p. 25. 


Security issues, § 17 — Jurisdiction of Commission. 


2. The Commission has jurisdiction over the issuance of any securities by 
public utilities operating in the state, p. 34. 


Security issues, § 18 — Commission approval — Duty of Commission. 
3. The Commission, before approving security issues, must be satisfied 
that the sale and delivery is to be made in accordance with law and that 
the purpose of such issue is approved by the Commission, p. 34. 


Security issues, § 44 — Approval by Commission — Factors considered. 
4. The Commission in approving security issues must satisfy itself that the 
proposed issuance is necessary and for a proper purpose, looking not only 
to the interest of the holders or purchasers of securities of the company, but 
determining whether such investment will result in benefits to the rate- 
payers and the general public and meet the needs of the company’s cus- 
tomers, p. 34. 


Security issues, § 58 — Purpose — Electric plant construction, 


5. The purpose of the issue of securities is proper when the proceeds are 
to be used in connection with the building of an electric generating plant 
to furnish the necessary amount of power for the immediate needs of an 
electric utility company, where production by the proposed plant is the 
cheapest source of power available, p. 34. 


Security issues, § 52 — Factors affecting approval — Electric plant construction 
— Availability of purchased power. 

6. A public utility company should be authorized to issue securities for the 
financing of construction of an electric generating plant to meet its power 
requirements although there is available an enormous amount of power 
generated by a governmental agency, where the company can generate 
power more cheaply than it can purchase it under any rate proposed for its 
power needs, p. 34. 
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Security issues, § 49 — Factors affecting approval — Impairment of value by J diate 
governmental operation. made 
7. Authority to issue securities to finance the construction of an electric proper 
power plant in a territory where a governmental agency is developing power I This ¢ 
sources should not be denied on the ground that the company’s business 2060, 
will be destroyed, since the Commission cannot assume that money in- §* ~? 
vested in actual property used in rendering service to the public econom- §j "& b 
ically would not add some value to the property, nor can the Commission ff offices 
assume that any agency of the government of the United States will make J Tuesd: 
= prudent and necessary investments in property serving the public, Pre 
p. 36. 


Construction and equipment, § 1 — Commission approval — Service. 
8. Expenditures for a proper purpose when economically justifiea should 
be approved, and the Commission should require utilities over which it has 
jurisdiction to make extensions to their property whenever in the judgment J" 0 
of the Commission such extensions are needed by the public and are justi- [J would 
fied economically, p. 37. er the 


order 
that t 
power 


Construction and equipment, § 2 — Managerial discretion — Commission inter- § Tenne 
ference. and o1 

9. The Commission should not substitute its judgment for the judgment § of T! 

of the officials and directors of an electric company when they have deter- Comp 
mined that additional power facilities should be installed immediately un- 

less it is clearly shown that the public would not be benefited and the users 

of the company’s service would be affected adversely, p. 38. . be 
Siatiiiaiimick owe! 


Comrn 


Electricity, § 3 — Power production or purchase — Comparative costs. of the 


Discussion by the Tennessee Commission of the comparative costs of build- In 
ing and operating a generating plant for power production and the alterna- ff tives 


tive of purchasing power from an agency of the Federal government, p. aide 
23. 


of the 
would 
the in 
and s 
sultin; 


Rates, § 367 — Electricity — Wholesale power purchases — Federal agency. 
Proposed contract for furnishing to an electric utility company power pro- 
duced by the Tennessee Valley Authority, p. 32. 

Electricity, § 5 — Hydroelectric power and steam power — Costs and rates. 
Statement that hydroelectric power should be sold at a cost less than the 
cost of producing the same by steam so that the savings could go back to  &"t Pp 
the public in the form of lower rates, p. 39. proba 

(JouroLmon, Commissioner, dissents.) quirer 

[August 14, 1937.] and tl 

| kde prensa of adequacy of power supply of an electric its pl: 
utility company and petition by the company for authority kilow: 

to issue first and refunding mortgage bonds for capital ex- posed 
penditures; security issues authorized and company ordered to at Bo: 
begin construction of power plant. No 

¥ pany 

By the CommISssION : issued an order citing The Tennessee & but tt 
History of the Case Electric Power Company to appear § resent 

On April 14, 1937, the Commission before it and show cause why imme- fore | 
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diate arrangements should not be 
made to insure safe, adequate, and 
proper service in the Nashville area. 
This order was issued in Docket No. 
2060, and the matter was set for hear- 
ing before the Commission at its 
ofices in Nashville, Tennessee, for 
Tuesday, April 27, 1937. 

Previous to the issuance of this 
order the Commission was informed 
that there was need for additional 
power facilities in the Nashville area 
in order to insure that the public 
would be supplied with all of the pow- 
er that it might require from The 
Tennessee Electric Power Company, 
and on April 1, 1937, representatives 
of The Tennessee Electric Power 
Company came to the offices of the 
Commission to discuss an application 
to be filed by The Tennessee Electric 
Power Company, asking for approval 
of the issuance of certain securities. 

In this connection the representa- 
tives of the company advised the 
Commission that the power facilities 
of the company in the Nashville area 
would probably be inadequate to meet 
the increasing demand of the public 
and should any emergency arise, re- 
sulting in the loss of part of the pres- 
ent power supply, there would be a 
probability that the entire power re- 
quirements could not be furnished, 
and the company desired approval of 
its plan to construct a new 25,000 
kilowatt capacity steam plant, pro- 
posed to be erected near Nashville, 
at Bordeaux, Tennessee. 


No petition was filed by the com- 
pany at the time of the conference, 
but the Commission advised the rep- 
resentatives of the company that be- 
fore it could in any way pass upon 


any application for approval of issu- 
ance of securities for the purpose of 
erecting a steam power plant, it would 
be necessary for the company to show 
the necessity for the erection of such 
plant, and to justify the building of 
such plant, since there is available in 
Tennessee an abundance of power 
generated by the Tennessee Valley Au- 
thority, an agency owned and con- 
trolled by the government of the 
United States. The representatives 
of the company impressed upon the 
Commission the necessity for begin- 
ning the work as soon as possible. 
The Commission expressed the 
thought at that time that public pow- 
er should be purchased as it no doubt 
would be sold by the Tennessee Val- 
ley Authority cheaper than it could 
be generated by The Tennessee Elec- 
tric Power Company but that the 
Commission would consider any peti- 
tion the company might file and ren- 
der the earliest decision possible. 

On April 2nd, in order that the 
Commission might be in a position to 
expedite any hearing as to the ar- 
rangements proposed to be made by 
The Tennessee Electric Power Com- 
pany to provide adequate service for 
the Nashville area, the Commission 
through its chief engineer addressed 
the following telegram to the Ten- 
nessee Valley Authority: 


“April 2, 1937 
“Tennessee Valley Authority 
Knoxville, Tennessee 


Attention Mr. David E. Lilienthal 

“The Commission has before it 
petition of The Tennessee Electric 
Power Company asking for authority 
to construct a twenty-five thousand 
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kilowatt steam generating plant in 
Nashville, Tennessee (stop) Before 
passing upon this matter the Commis- 
sion deems it necessary to determine 
not only the necessity for construction 
of a plant but also find if power may 
be obtained from the Tennessee Val- 
ley Authority at a cost comparable 
with the cost of steam plant operation 
so that the best interest of the general 
public is served (stop) The Commis- 
sion therefore desires answers to the 
following questions: Does the Ten- 
nessee Valley Authority have twenty- 
five thousand kilowatts to furnish 
power demand for Nashville area 
(stop) Will the Tennessee Valley Au- 
thority sell this power to The Tennes- 
see Electric Power Company (stop) 
If so advise as to rates and conditions 
under which power would be sold. 

“Railroad and Public Utilities Com- 
mission 


“By Malcolm R. Williams, 
Chief Engineer.” 


The Commission was advised in 
reply to this telegram that the Tennes- 
see Valley Authority had. available 
power to furnish the Nashville area 
and that the Tennessee Valley Author- 
ity would sell this power to The Ten- 
nessee Electric Power Company, and 
that the Commission would be fur- 
nished with a rate applicable for sale 
of power by the Tennessee Valley 
Authority to The Tennessee Electric 
Power Company. This rate was fur- 
nished and is the rate referred to by 
various witnesses in this hearing. 

On April 5, 1937, the Commission 
through its chief engineer addressed 
the following letter to the president of 


The Tennessee Electric Power Com-, 


pany: 
20 P.U.R.(N.S.) 


“Mr. Jo Conn Guild, Jr., President 
The Tennessee Electric Power Com. 
pany 

Chattanooga, Tennessee 

“Dear Sir: 

“At conference with members of 
the Tennessee Railroad and Public 
Utilities Commission on last Thurs. 
day and Friday, your representatives 
stated that you would probably desire 
to file at once an application for the 
approval of an expenditure for a 
steam plant at Nashville and ex- 
pressed a desire to have the Commis- 
sion make the most expeditious in- 
vestigation possible to the end that 
the construction, if approved, might 
proceed at once. 

“In compliance with your request 
the Commission has undertaken to 
ascertain and compare cost of the pro- 
duction of current by your contem- 
plated steam plant and the cost at 
which current might be purchased 
from Tennessee Valley Authority. 
The Authority has kindly furnished 
us with the prices at which it is willing 
to contract with you to furnish cur- 
rent, and we will be pleased to make 
comparison as soon as we can arrive 
at a conclusion as to what the cost of 
production would be at the contem- 
plated steam plant. 

“Tf you will furnish us at once what 
data you can supply showing your 
contemplated costs we shall lose no 
time in investigating the two possibil- 
ities and in making a comparison of 
the apparent economy of the two 
plans, so that we may be ready to act 
with a minimum of delay on the filing 
of your application. 

“Yours very truly, 
“Malcolm R. Williams, 
Chief Engineer.” 
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On April 8, 1937, The Tennessee 
Electric Power Company replied to 
the chief engineer’s letter of April 5, 
1937, and advised that the company 
had been in long negotiations with 
the Tennessee Valley Authority about 
the purchase of power to meet its re- 
quirements, and that The Tennessee 
Electric Power Company had been 
and was willing, not only to buy future 
requirements of energy for Nash- 
ville, but to suspend the operation of 
various steam plants and purchase a 
very large quantity of power from the 
Tennessee Valley Authority. 

The company further stated in this 
letter that it did not desire to purchase 
power from the Tennessee Valley Au- 
thority without an agreement from 
the Tennessee Valley Authority to the 
effect that it would not attempt to in- 
vade or supply territory now being 
served by The Tennessee Electric 


Power Company. 

It was again stated in this letter 
that the company desired to commence 
the building of a steam plant at once, 
since the service in Nashville might be 


put to great hazard. The company, 
however, did not furnish the Commis- 
sion with information requested as to 
the cost of producing electrical energy 
at its proposed steam plant. 

Since the Commission was informed 
that there was necessity for immediate 
arrangements to be made to insure 
that the Nashville area of The Ten- 
nessee Electric Power Company be 
furnished with adequate and satisfac- 
tory power supply and, since it did 
not appear to the Commission that 
any progress was being made to that 
end, it was necessary that the Com- 
mission issue an order in Docket No. 
2060, citing The Tennessee Electric 


Power Company to show cause why 
immediate arrangements should not 
be made for insuring power supply 
for the Nashville area, and, as set out 
above, this order was issued on April 
14, 1937. 

After the issuance of this order The 
Tennessee Electric Power Company, 
under date of April 24, 1937, replied 
to the Commission by letter, stating 
that it had unsuccessfully undertaken 
negotiations with the Tennessee Val- 
ley Authority for supplementing its 
power facilities at Nashville, and that 
because such negotiations had been 
unsuccessful was now filing an ap- 
plication with the Commission, which 
application was filed April 26, 1937, 
asking for authority to issue $1,500,- 
000 principal amount of its first and 
refunding mortgage bonds, 5 per cent 
series, due June 1, 1956, for the pur- 
pose of reimbursing the treasury for 
unfunded capital expenditures made 
and to be made in the construction of 
a steam plant at Bordeaux, Tennessee, 
on the Cumberland river near Nash- 
ville, to generate 25,000 kilowatts, 
and that capital expenditures for this 
purpose were required in order to 
furnish safe, adequate and proper 
service. 

On April 21, 1937, under Docket 
No. 2060, the Commission entered an 
order changing the date for hearing 
and setting it for Tuesday, May 4, 
1937, at 10 o’clock a.m. Therefore, 
this matter came on for hearing be- 
fore the Commission at its offices in 
Nashville, Tennessee, on Tuesday, 
May 4, 1937. 


Hearing of the Case 


In connection with the hearing of 
the case petitions were filed by inter- 
20 P.U.R.(N.S.) 
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ested parties, asking permission to in- 
tervene in the hearing and to be heard 
by counsel upon brief and argument. 
Those petitioning to intervene were 
permitted by the Commission to take 
part in the hearing through counsel. 

The following appearances were 
made: Southern Appalachian Coal 
Producers Association ; Durham Land 
Company ; Tennessee Coal Operators ; 
The National Coal Association, repre- 
sented by H. J. Weeks; West Ken- 
tucky Coal Bureau, represented by 
Frank D. Cain; United Mine Work- 
ers of America, represented by Tom 
Jones in the absence of President Wil- 
liam Turnblazer, of District No. 19 
of the United Mine Workers of Amer- 
ica. 

Petitions were also filed with the 
Commission by the Citizens Protec- 
tive League of Nashville, numerous 
citizens of Bordeaux, Tennessee, and 


the Nashville Tennessee Valley Au- 


thority Power League. The petitions 
were allowed to be filed and are a 
part of the record in this case. 

Thus, the case now before the Com- 
mission is upon the application of The 
Tennessee Electric Power Company, 
filed April 26, 1937, asking for au- 
thority to issue $1,500,000 of its first 
and refunding mortgage bonds, 5 per 
cent series, due June 1, 1956, under 
the terms of the mortgage securing 
the same, and to sell the said bonds at 
the best price obtainable but not less 
than 90 and accrued interest and ap- 
plying the proceeds therefrom to the 
extent thereof toward the reimburse- 
ment of its said capital expenditures 
made and necessary to be made to con- 
struct at Bordeaux, Tennessee, on the 
Cumberland river near Nashville, a 
steam plant designed to generate 25,- 
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000 kilowatts, which plant is to cost 
approximately $2,000,000. 

In connection with the hearing of 
this case numerous witnesses were pre- 
sented by the company, who testified 
to the effect that the cost of producing 
power at the proposed steam plant to 
be located at Bordeaux, Tennessee, 
would be less than the cost of pur- 
chasing the same amount of power 
and energy from the Tennessee Val- 
ley Authority at the proposed rate. 

The principal witnesses for The 
Tennessee Electric Power Company 
in this connection were Messrs. J. A. 
Longley, operating vice president; O. 
J. Miller, production and transmission 
engineer; and Professor Edward L. 
Moreland, consulting engineer and 
head of the electrical engineering de- 
partment of the Massachusetts Insti- 
tute of Technology. 

Professor F. L. Wilkinson, Jr., con- 
sulting engineer, also engaged at this 
time in teaching engineering at the 
University of Tennessee, was em- 
ployed by the Commission to make a 
report in connection with facts pre- 
sented at the hearing, which report 
was submitted and introduced into the 
record in this case. 

The report of Professor F. L. Wil- 
kinson, Jr., showed that, on the basis 
of power demand and energy con- 
sumption requirements as set forth by 
The Tennessee Electric Power Com- 
pany, it would be cheaper to generate 
energy at the proposed steam plant 
than to purchase the same amount of 
power and energy from the Tennessee 
Valley Authority on the quoted rate. 


Mr. E. J. Muir, Tennessee Valley 


_ Authority engineer of the department 


of rates and research, was presented 
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and testified as a witness at the hear- 
ing. Mr. Muir testified to the effect 
that, based upon the amount of pow- 
er and energy required as stated by 
representatives of the company, the 
power could be produced cheaper at 
the proposed Bordeaux steam plant 
than by purchase from the Tennessee 
Valley Authority. However, Mr. 
Muir did present evidence tending to 
show that if the number of kilowatt 
hours required were purchased by The 
Tennessee Electric Power Company 
on an 85 per cent load factor basis, 
the energy could be purchased cheaper 
from the Tennessee Valley Authority 
than it could be produced at the pro- 
posed steam plant. 

In connection with Mr. Muir’s tes- 
timony and exhibits it is necessary 
that correction, adjustment, and re- 


1. Investment steam plant 


2. Fixed charges: 
3. Interest 
4. Taxes 
5 


6. Total fixed charges 
7. Fixed charges on investment 


8. Labor, maintenance, and supplies 
9. Fuel costs 
10. Total operating costs 


Total annual costs 


Additional costs: 


vision be made, since Mr. Muir did not 
give the average cost following the 
setting up of depreciation on a 
straight-line basis and his original ex- 
hibit is therefore in error. 


Analysis of Evidence 


In making an analysis of the evi- 
dence presented the Commission is of 
the opinion that the testimony of the 
various witnesses should so be re- 
vised that comparison may be readily 
made in order that the real differences 
in testimony may be clearly de- 
termined. 


We are therefore setting out below 
in tabular form comparative state- 
ments of witnesses based on testimony 
and on the station use, line loss, load 
factor, and net kilowatt hours use as 
estimated by each witness : 

Longley 
Miller 
$2,000,000.00 


Moreland 
$2,000,000.00 


6.17% 
1.50 
2.25 


9.92% 
$203,400.00 
94,600.00 
140,000.00 
$243,000.00 


$441,400.00 


$234,600.00 


$438,000.00 


Investment in substations and lines of steam plant .... 


$202,600.00 


20,154.00 
1,122.00 


$21,276.00 
441,400.00 


Fixed charges on investment in S. & L. ............. 
Operation and maintenance costs S. & L. ............ 


Total costs for substation and line . 
Total annual costs—Steam station line 11 


Total all costs—to 110-kv. ring 


Total costs energy purchased Columbia-TVA 
Fixed charges transmission by T.E.P. Columbia-Nashville 


Operation and maintenance T.E.P.-C.N. .. 


Total costs of energy delivered Nashville 
Total steam station cost 


$462,676.00 
449,361.00 8 

76,038.00 

7,415.00 


Not Given 

475,817.44 

98,310.50 
0.00 2 


532,814.00 ¢ 
462,676.00 
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574,127.94 
438,000.00 
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Longley 
Additional costs: Miller Moreland 
Total purchased Columbia-T.E.P. delivered Nashville $574,127.947 


Difference apa os 
127,000. 
( sod Electric 


jumbia, 
nessee. 
In tl 


1.1 1 Longle 
. investment steam plant ' 
2. Fixed charges: of ene! 
Interest ’ be apf 
50 


Taxes amount 


tion of 
Total fixed charges 


these 1 
. Fixed charges on investment I $243,400.00 un 
. Labor, maintenance, and supplies ,600. 94,600.00 amo 


. Fuel costs 134,500.00 genera 


Total operating costs $229,100.00 $229,100.00 in thei 


pia aire aa proxin 
Total annual costs $432,500.00 $472,500.00 transir 


Additional costs: 
Investment in substation and lines of steam plant .... 
Fixed charges on investment in S. & L. ............. 
Operation and maintenance costs S. & L. ............ energy 


Total costs for substation and line $ loss if 


$ 
Total annual costs—steam station line 11 432,500.00 kilovo 
Total all costs—to 110-kv. ring Not Given Not Given | 
Total costs energy purchased Columbia-TVA 465,722.00 8 379,835.64 } also € 
Fixed charges transmission T.E.P. ri gaaienetnes see 54,156.50 HM line Ic 


Operation and maintenance T.E.P.-C. .00 2 0.002 
Total costs of energy delivered Nashville $552,337.00 5 $433,992.14 6 
Total steam station cost 432,500.00 472,500.00 
Total purchased Columbia-T.E.P. delivered Nashville 552,337.00 3114 433,992.14 


ville 1 


ea a SRE ny exper! 

Difference $119,837.00 9 $38,507.86 8 2. 
Total steam station cost 432,500.00 472,500.00 the gr 
Total purchased TVA Nashville ............. jadere 534,956.00 $ 114 415,757.90 plant 


Tees $102,456.00 9 $56,742,108 fm at Cc 


1 Demand is determined by delivering kw. hr. required at 85% L.F. the I 
2 No costs allowed for maintenance and operation—on transmission lines only and substation. sion, 
8 Omitting penalty for L.F. 
# Including interest on $250,000.00 loss due to plant abandonment. Fixed charges on trans- aadcens 
mission line. stearr 
5 Omitting penalty for L.F. and including interest on $250,000.00 loss due to plant abandon- d] 
ment and including fixed charges on transmission line. an 
6 Corrected for transmission line loss. 
7 Arrived at by using 3.92 mills purchase price Columbia on 121,382,000 kw. hr. plus interest 
on $250,000.00 loss and fixed charges on $815,000.00 transmission line. 
8 Savings by purchase. 
98 Savings of steam generation over purchase. 
10 Transmission line only—no substation included. 
11 Gross kilowatt hours purchased. 


In the above Messrs. Longley and at the steam plant in Nashville with 
Miller compared the production cost the cost of purchasing power from the 
20 P.U.R.(N.S.) 24 
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Tennessee Valley Authority at Colum- 
bia, Tennessee, and transmitting en- 
egy purchased at Columbia over the 
transmission lines of The Tennessee 
Electric Power Company from Co- 
lumbia, Tennessee, to Nashville, Ten- 
nessee. 

In this comparison both witnesses 
Longley and Miller assumed the loss 
of energy due to transmission would 
be approximately the same as the 
amount of energy used in the opera- 
tion of the steam plant and therefore 
these witnesses compared the gross 
amount of power and energy to be 
generated and purchased. However, 
in their testimony they state that ap- 
proximately 5 per cent would be the 
transmission line losses and station 


use. 

Mr. Moreland estimated the use of 
energy at the steam plant, including 
loss in delivering energy to the 110- 


kilovolt ring at 6.74 per cent, and he 
also estimated that the transmission 
line losses from Columbia to Nash- 
ville transmitted to the 110-kilovolt 
ring would be 4.07 per cent. 

Mr. F. L. Wilkinson, Jr., consulting 
expert for the Commission, compared 
the gross energy produced at the steam 
plant with the gross energy purchased 
at Columbia on the assumption that 
the loss of energy, due to transmis- 
sion, would be approximately the same 
as energy used in the operation of the 
steam plant, as did witnesses Longley 
and Miller. 

Witness E. J. Muir, Tennessee Val- 
ley Authority engineer, estimated that 
the plant use would be approximately 
5 per cent of the amount of power 
and energy generated, but that the 
transmission line loss of power, due 
to transmission from Columbia to 


Nashville, would be 1.96 per cent. 
Mr. Muir also differed from other 
witnesses in that in determining the 
cost of power purchased from the 
Tennessee Valley Authority at Colum- 
bia, Tennessee, and also in determin- 
ing cost of power purchased from the 
Tennessee Valley Authority at Colum- 
bia, Tennessee, and also in determin- 
ing cost of power purchased from the 
Tennessee Valley Authority delivered 
in Nashville, Tennessee, by assuming 
that power would be purchased by es- 
tablishing a kilowatt demand based on 
the number of required kilowatt 
hours being purchased on an 85 per 
cent load factor basis. This would 
result in a demand charge being ma- 
terially lower and lower energy 
charge due to application of the rate 
than if the kilowatt hours of energy 
were purchased upon load factor re- 
quirements, as testified to by repre- 
sentatives of the company. 

All witnesses, with the exception 
of Mr. Muir, calculated depreciation 
or retirement expense upon the sink- 
ing-fund method. Mr. Muir calculat- 
ed depreciation or retirement expense 
upon the straight-line method. 

[1] In Mr. Muir’s exhibit we find 
that he has allowed a charge to de- 
preciation on the basis of 43 per cent 
on original investment or $90,000 per 
year, and that he has not depreciated 
or reduced the investment in the plant 
but has considered the investment to 
be $2,000,000 throughout the operat- 
ing life of the plant upon which he 
figures the cost of money at 6.17 per 
cent. The depreciation expense of 
$90,000 per year, if invested in prop- 
erty or securities to return 54 per cent, 
would accrue a reserve over the period 
of the life of the property amounting 


20 P.U.R.(N.S.) 





TENNESSEE RAILROAD AND PUBLIC UTILITIES COMMISSION 


to $3,742,738.56. This reserve would 
be excessive in the amount of $1,742,- 
738.56, showing that Mr. Muir has 
set up too high a charge for deprecia- 
tion by approximately $40,000 a year ; 
or, if depreciation is set up on a 
straight-line basis at $90,000 the in- 
vestment should be reduced by the 
amount received through operating 
expense charged to depreciation, and 
this would result in the average invest- 
ment over the period of twenty-two 
years being approximately half of the 
amount of $2,000,000, or there would 
be a cost of money in Mr. Muir’s set- 
up of approximately $58,000 a year 
more than necessary if the investment 
is retired by the amount of $90,000 
each year. It is necessary therefore 
that correction, adjustment, and re- 
vision be made of the testimony of the 
witnesses, and we are setting out be- 
low comparative statements of wit- 
nesses revised : 


1. Total annual costs steam station to 110-kv. ring (revised) .. $459,276.00 


Purchase price Columbia 

Fixed charges transmission line C-N 
Fixed charges substation 

Operation and maintenance T & S 


This statement also shows the com- 
parison of cost of producing energy 
by steam and purchasing energy from 
the Tennessee Valley Authority, ac- 
cording to testimony of witnesses as 
corrected, although the comparisons 
are not on exactly the same basis, 
since witnesses differed in kilowatt- 
hour use at the steam plant and kilo- 
watt-hour loss in transmission. 

All witnesses presenting evidence 
relative to necessary investment in the 
steam plant estimated this investment 
to be in round figures, $2,000,000. 
The cost of money as testified to by 
all witnesses would be 6.17 per cent. 
Witnesses were also agreed as to the 
rate that should properly be charged 
for taxes and used 1.5 per cent. 


Depreciation or Retirement Expense 


Witnesses Longley, Miller, and Wil- 
kinson set up as allowable expense for 
depreciation 24 per cent, which was set 


Longley 


Miller Moreland 


$462,676.00 
462,638.88 
43,014.00 
33,014.00 
7,415.00 


477,090.00 
98,310.50 


. Total cost purchased power Columbia delivered over T.E.P. 


transmission line to Nashville 


. Total annual costs steam station to 110-kv. ring (revised) .. $453,776.00 


Purchase price Columbia 

Fixed charges transmission line C-N 
Fixed charges substation 

Operation and maintenance T & S 


$582,815.50 
$123,539.50 


$546,018.88 
$83,405.88 


Wilkinson Muir 
$434,005.43 
460,132.11 
41,052.26 
30,710.782 
7,415.00 


477,090.00 
86,615.00 


. Total cost purchased power Columbia delivered over T.E.P. 


transmission line to Nashville 


$571,120.00 
$117,344.00 


$539,310.15 
$105,304.62 


1 Based on Moreland value for substation of $332,900.00—Fixed charges for depreciation on 


straight-line basis—44%. 


® Based on Muir value for transmission line of $445,000.00—Fixed charges for depreciation 


on straight-line basis—44%. 
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up on a sinking-fund basis, estimating 
the average plant life would be ap- 
proximately twenty-two years, and 
that the fund accrued in the reserve 
would be invested so as to earn 54 per 
cent interest. 

Professor Moreland, witness for 
the company, used the sinking-fund 
method for determining the amount of 
depreciation to be charged to operat- 
ing expenses and assumed that the 
money accrued in the depreciation re- 
serve would be invested in property of 
the company so as to earn 6.17 per 
cent, or what it was costing the com- 
pany to obtain money, and with a 
plant life estimated to be approximate- 
ly twenty-two years used a rate of 
2.25 per cent for depreciation as a 
proper rate to be charged to operating 
expenses. 

Mr. E. J. Muir, Tennessee Valley 
Authority engineer, stated that depre- 


ciation should be set up on a straight- 
line basis and with an estimated plant 


life of approximately twenty-two 
years set up as a charge for deprecia- 
tion 4.50 per cent. However, in the 
application of the straight-line basis 
no consideration was given by Mr. 
Muir to the retirement of the invest- 
ment in plant each year, or to the ac- 
cruals to the reserve based upon in- 
vesting the accruals of the deprecia- 
tion reserve. 

The total annual fixed charges on 
the investment of $2,000,000 there- 
fore will be for: 


Longley and Miller 
Moreland 
Wilkinson 


$203,400.00 
198,400.00 
203,400.00 
243,400.00 


We again point out that Mr. Muir 
used this figure of $243,400 as an 
annual charge comparable with the 
charges of other witnesses. 


We are, however, of the opinion 
that this is misleading and that Mr. 
Muir is in error in assuming this 
charge to be the annual charge 
throughout the period of operation of 
the plant, since if the depreciation 
charge of $90,000 per year were in- 
vested in property of the company to 
earn only 54 per cent, the amount ac- 
crued in the reserve at the end of the 
life of the property would be $3,742,- 
738.56 which is excessive by $1,742,- 
738.56. However, if, as Mr. Muir 
insists, the straight-line method 
should be used for setting up deprecia- 
tion, the net investment should be re- 
duced each year and the cost of money 
therefore would be decreased so that 
the annual average cost of money over 
the period of the life of the plant 
should be decreased by $58,306.50 for 
the average year. This would leave 
annual fixed charges on the investment 
of the steam plant for the average 


year $185,093.50 in lieu of $243,400. 


Operating Cost 


Witnesses Longley, Miller, Wilkin- 
son, and Muir, Tennessee Valley Au- 
thority engineer, all testified to the 
effect that annual charges for labor, 
maintenance and supplies would be 
$94,600. 

Mr. Moreland used an annual charge 
for labor, maintenance, and supplies 
of $103,000. 

On basis of operations of the plant 
as proposed by the company, witnesses 
Longley, Miller, and Moreland used 
for fuel cost a price of $2.10 per ton 
delivered at the plant and estimated 
the total fuel cost to be $140,000. 

Witnesses Muir and Wilkinson es- 
timating a slightly different coal con- 
sumption estimated the fuel cost to 
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be $134,500, using a price of $2.10 per 
ton for coal delivered at Bordeaux. 

In this connection the Commission 
is presented with evidence showing 
that coal could be purchased at the 
price of $2.10 per ton delivered in 
Nashville. Witness for the company 
testified to the effect that the company 
has been and is now purchasing coal 
at a price averaging not more than 
$2.10 per ton, and witness Justin 
Potter, a large coal dealer, testified 
to the effect that he would be glad to 
furnish all of the necessary coal over 
a period of years at a price of $2.10 
per ton. 

The total annual costs of operating 
the steam plant, on the basis of use as 
proposed by the company for labor, 
fuel, maintenance, and supplies are, 
according to the witnesses : 


Longley and Miller 
Moreland 


The total annual cost of operating 
the steam plant therefore, including 
fixed charges such as interest, taxes, 
and depreciation and operating costs 
such as labor, fuel, maintenance, and 
supplies, is as follows: 

Longley and Miller 


Moreland 
Wilkinson 


In order to determine the total cost 
of putting energy on the 110-kilovolt 
ring there are additional costs to be 
added for steam plant operation. 

Witness Moreland is the only wit- 
ness to take into consideration substa- 
tion and lines necessary in connection 
with operation of the steam plant. 
The Commission is of the opinion that 
such investment is necessary and that 


the cost should be considered in de-) 


termining the total annual cost of op- 
20 P.U.R.(N.S.) 


eration of the steam plant plus trans- 
mitting energy to 110-kilovolt ring. 

Witness Moreland used a figure of 
$21,276, which amount has been add- 
ed to estimate of cost of other wit- 
nesses in making correction for items 
not included in their testimony. 

In making correction of Mr. Muir’s 
testimony the amount of $19,812.03 
was used allowing for the rate of de- 
preciation as testified to by Mr. Muir 
on the straight-line basis. Therefore 
the total annual cost of operation of 
the steam plant for the transmission 
of energy to the 110-kilovolt ring in 
Nashville is as follows: 

Longley and Miller 
Moreland 


Wilkinson ’ 
Muir, corrected st. line basis .... 


Power Requirements 


All witnesses for the company based 
the power needs of The Tennessee 


Electric Power Company in the Nash- 
ville area at 25,000 kilowatts and 121,- 
382,000 kilowatt hours of energy for 
the year 1938. This data was set out 
in prepared exhibits of all witnesses 
and was submitted in detail by O. J. 
Miller, witness for the company. 

Additional load and use require- 
ments were shown in estimate of the 
various witnesses, especially witness 
Moreland showing in detail anticipat- 
ed requirements up to July 31, 1942. 
This witness showed greater savings 
in steam plant generation on the load 
factor and use basis as proposed by the 
company for larger amounts of firm 
power than if power were purchased 
on the proposed rate. 

Witness E. J. Muir, Tennessee Val- 
ley Authority engineer, used the kilo- 
watt-hour requirements as estimated 
by the company witnesses as the 
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amount of energy required, but in his 
original testimony proposed to furnish 
the amount of energy required as stat- 
ed by the company on an estimated de- 
mand assuming that energy could be 
purchased on an 85 per cent load fac- 
tor. This would result in much small- 
er demand than stated as needed by 
witnesses for the company and would 
result in comparing energy purchased 
on an 85 per cent load factor with the 
same amount of energy generated at 
the steam plant on a 55.4 per cent 
average annual load factor. 

Nowhere in the testimony was it 
proved that the company estimates for 
power or energy demand were in er- 
ror. Mr. Muir in his own words (R- 
p. 393) gave reason for his assump- 
tion of power demand requirements 
as follows: “Well, when you set up 
the cost for your steam plant you 
assume the most economical manner 
of operation, in order that you could 
obtain the lowest possible average cost. 
Well, under the proposed contract, I 
assumed the best use of this proposed 
power contract, in order to secure the 
maximum benefits that could be ac- 
crued. That is the way I did it.” 


Upon the basis of Mr. Muir’s testi- 
mony it would appear that the com- 
pany needed in the Nashville area only 
additional kilowatt hours. The Com- 
mission, however, is of the opinion 
that the need of the company in the 
Nashville area is not only kilowatt 
hours but power to supply the antici- 
pated demand. This would mean 
that there should be additional kilo- 
watt installation or additional kilowatt 
supply available to meet the demand in 
the Nashville area. 

In the order issued in this case the 
Commission stated on April 14, 1937, 


that “it appears to the Commission 
from information presented before it 
that the power demand upon the sys- 
tem of The Tennessee Electric Power 
Company at Nashville, Tennessee, 
having grown to such an extent that 
there is in the event of failure of any 
one transmission line or failure of a 
generating unit a possibility of a pow- 
er shortage in the Nashville area and 
the Commission is of the opinion that 
in order that The Tennessee Electric 
Power Company may be in position 
at all times to furnish adequate and 
proper service to meet the possible 
power demand of the Nashville area, 
immediate arrangements should be 
made by the company to insure that it 
will be enabled to do so.” 


With that opinion in mind the Com- 
mission issued the order. Informa- 


tion is also before the Commission in 
the records of this case that the pres- 


ent steam plant in Nashville, Tennes- 
see, was operated in 1936 at approx- 
imately 15 per cent annual load 
factor, and it would appear to the 
Commission that if only additional 
kilowatt hours were needed it would 
be a very easy matter to get the addi- 
tional kilowatt hours from that partic- 
ular plant and still operate on a 
comparatively low load factor. If it is 
only necessary to have standby service 
to take care of an emergency in load 
conditions the cost of such standby 
service furnished by the steam plant 
proposed to be built at Bordeaux, 
Tennessee, would appear to be less 
than the cost of standby service pur- 
chased from the Tennessee Valley Au- 
thority on the proposed contract filed 
in this case, since that contract has a 
minimum guaranty clause of 60 per 
cent annual load factor. 
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It is also stated in the record that the contract prohibitive in cost for 
the Tennessee Valley Authority did standby service alone. 


not desire to furnish only standby We are setting out below revised, 
power but desired to sell firm power, adjusted, and corrected annual cost of 


together with undesignated amounts eperntion of staem plant wittiatiy 


f d Th transmitted to the 110-kilovolt ring 
sd. eed le ant god is statement compared with the cost of energy pur- 


would appear to be true since there is chased in Columbia, Tennessee, and 
attached to the rate schedule the min- transmitted by The Tennessee Electric 
imum guaranty rate clause of 60 per Power Company over its transmission 
cent annual load factor, which makes lines to Nashville: 

Longley 

Miller Moreland 


Revised steam station costs $441,400.00 
Steam plant substation and lines 
Fixed charges 20,154.00 
Operation 1,122.00 1,122.00 


Total annual costs—steam station to 110-kv. ring $459,276.00 $462,676.00 


Purchase price Columbia $462,638.88 
Fixed charges—T.E.P. transmission line 98,310.50 43,014.00 
Fixed charges—on substation 33,014.00 
Operation and maintenance 7,415.00 7,415.00 











Annual saving steam station over purchased at Columbia .... $123,539.50 $83,405.88 








IL. 
Muir Corrected 
Wilkinson St. Line Basis 


Revised steam station costs $472,500.00 ¢ 
Reduction in fixed charges 58,306.50! 


Revised steam station costs $432,500.00 $414,193.50 
Steam plant substation and lines 
Fixed charges 20,154.00 18,690.03 8 
Operation 1,122.00 1,122.00 








Total annual costs—Steam station to 110-kv. ring $453,776.00 $434,005.53 


Purchase price Columbia ; $477,090.00 $379,835.642 
Fixed charges—T.E.P. transmission line 86,615.00 41,052.265 
Fixed charges—On substation 30,710.78 8 
Operation and maintenance 7,415.004 








Cost of power purchased Columbia delivered by T.E.P. to 
Nashville $571,120.00 $459,013.68 





Annual savings steam station over purchased at Columbia $117,344.00 $25,008.157 








1 By changing fixed charges on cost of money to average investment of $1,055,000.00. 

2 Demand is determined by delivering kw. hr. required at 85% load factor. 

8 Substation Investment assumed to be approximately $332,900.00 by Moreland—Moreland 
transmission less than Mr. Muir, so Moreland value used. 

4 Allowing $7,415.00 for operation and maintenance—as allowed by Moreland. 

5 Based on Muir estimated transmission line cost. 

6 Allowing depreciation expense at 44% and cost of money on total investment. Not corrected 
for average period. 

7 Saving steam generation over purchase even on an 85% load factor basis. 

8 By changing fixed charges on cost of money to average investment as used by Moreland, 
although allowing 44% depreciation. 
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Annual Savings Steam Generation 
over Purchased Power 


It will be noted from the corrected 
statement of witnesses set out above 
that all witnesses show a savings by 
producing the energy at the steam 
plant over purchased energy from the 
Tennessee Valley Authority at Colum- 
bia, Tennessee. 

The Commission finds that in so far 
as the question of comparative costs 
of furnishing the power requirements 
by The Tennessee Electric Power 
Company (in the Nashville area) the 
evidence shows the annual savings of 
steam generation at the proposed 
Bordeaux Steam Plant over purchased 
power from the Tennessee Valley Au- 
thority to be as follows: 
$123,539.50 

83,405.88 


117,344.00 
105,304.62 


Longley and Miller 
Moreland 
Wilkinson 


These comparisons are upon the 
basis of energy purchased from the 
Tennessee Valley Authority at Colum- 
bia, Tennessee, the nearest source of 
power of the Tennessee Valley Au- 
thority at this time and transmitted to 
Nashville, Tennessee, by The Tennes- 
see Electric Power Company over its 
transmission lines. 

In the statement revised above as to 
testimony of Mr. Muir the comparison 
is made on the load factor and use as 
proposed by the company. 

Mr. Muir, however, shows the fol- 
lowing on his corrected straight-line 
basis for depreciation set up with en- 
ergy purchased, according to the kilo- 
watt-hour requirements of The Ten- 
nessee Electric Power Company but 
on an 85 per cent load factor basis: 


Total annual cost steam station to 
110-kyv. ring (revised) 

Purchased Columbia and delivered 
Nashville by The Tennessee 
Electric Power Company on 
basis of load factor and use, as 


459,013.68 
25,008.15 


434,005.53 


Savings steam over purchased ... 

Total annual steam station cost to 
110-kv. ring (revised) 

Purchased Nashville delivered by 
the Tennessee Valley Authority 
in Nashville on the load factor 
and use, as proposed by E. J. 
Muir, namely ; 85% 

Savings purchased power from 
Tennessee Valley Authority de- 
livered in Nashville at an 85% 
load factor over generation of 
steam 55.4% load factor basis .. 


415,757.90 


18,247.63 


From the testimony of witnesses the 
Commission finds that all witnesses, 
including Mr. E. J. Muir, Tennessee 
Valley Authority engineer, show a 
savings in favor of steam generation 
at the proposed Bordeaux plant over 
purchased power from the Tennessee 
Valley Authority whether purchased 
in Columbia, Tennessee, and delivered 
by The Tennessee Electric Power 
Company in Nashville, or whether 
purchased from the Tennessee Valley 
Authority delivered by the Tennessee 
Valley Authority in Nashville on the 
basis of power requirements and use, 
as testified to being the needs of The 
Tennessee Electric Power Company 
in the Nashville area. 

Upon the basis of use and load 
factor assumed at 85 per cent, as 
proposed by E. J. Muir, Tennessee 
Valley Authority engineer, in order to 
determine the demands, using the 
number of required kilowatt hours, as 
stated by witnesses for The Tennessee 
Electric Power Company, there is a 
savings in favor of steam generation 
at the proposed Bordeaux steam plant 
over the purchase of power at Colum- 
bia by The Tennessee Electric Power 
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Company and delivered in Nashville 
over The Tennessee Electric Power 
Company transmission lines. 

Witness Muir though shows a sav- 
ings in favor of purchase of power 
from the Tennessee Valley Authority 
delivered by the Tennessee Valley Au- 
thority in Nashville over generation of 
power in Nashville at the Bordeaux 
steam plant, on the assumption that 
the necessary kilowatt hours, as stated 
by The Tennessee Electric Power 
Company, would be purchased from 
the Tennessee Valley Authority on a 
load factor of 85 per cent. 

The Commission, however, is of the 
opinion that consideration must be 
given to the actual needs and require- 
ments of the power company, as set 
out in the record, and all witnesses 
with the exception of Mr. Muir use 
an average annual load factor of 55.4 
per cent with the statement that 25,000 
kilowatts of power is necessary. Mr. 
Muir uses the number of kilowatt 
hours set out as needed by The Ten- 
nessee Electric Power Company and 
assumes that this power would be pur- 
chased on an 85 per cent load factor 
basis for the sole reason that in his 
opinion such basis would be the most 
economical under the proposed con- 
tract. 

Therefore, Mr. Muir uses demands 
ranging from approximately 11,000 
to 20,000 kilowatts during the twelve 
months’ period. These lower de- 
mands result in much lower costs for 
purchased energy than if demand 
figures comparable to those used for 
generation cost had been used, not 
only because of savings on demand 


charges alone, but also because the 


demand affects the amount of energy 
20 P.U.R.(N.S.) 


that must be purchased before realiz. 
ing the benefits of the lowest block of 
the rate schedule. 


Proposed Power Contract 


We are setting out below the pro. 
posed power contract used in the tes- 
timony in this case: 


3/16/37 


OUTLINE OF A PROPOSED POWER 
CONTRACT BETWFEN 
TEP AND TVA 


(Tentative—For purposes of discussion only) 


1. TVA will sell and TEP will buy the fol- 
lowing amounts of firm power for delivery at 
Wilson dam and Columbia, Tennessee: 

For the year beginning 7/1/37 ... 25,000 kw. 
For the year beginning 7/1/38 ... 50,000 kw. 
For the period 7/1/39 to 6/30/47 75,000 kw. 


2. The firm power rate shall be as follows: 
Demand charge: 81¢ per kw. per month 
Energy charge: Per kw. hr. 

First 100,000 kw. hr. per period @ 3.6 mills 

Next 200,000 kw. hr. per period @ 2.7 mills 

Next 700,000 kw. hr. per period @ 2.25 mills 

Excess up to 360 times contract 

demand 
All excess kilowatt hours per 
@ 1.35 mills 

Minimum guaranty of 60% annual load fac- 
tor, exclusive of any energy taken in any 
month in excess of 720 times the contract 
demand. 


3. TEP’s firm power obligation shall be 
reduced in the amount of any load acquired 
by a municipality now served by TEP. 


4. TVA may cancel its obligation to supply 
one, two, or all of the 25,000 kw. blocks upon 
five years’ notice in writing if said power is 
necessary in its judgment to satisfy the re- 
quirements of municipal or codperative cus- 
tomers. 


5. TEP shall stand by for the TVA load 
at Columbia. TVA shall stand by for the 
TEP load at Nashville and Columbia. 


6. In addition to the firm power purchased 
and sold hereunder, TEP shall have the right 
to buy secondary power whenever in the judg- 
ment of Authority such power is available. 
The rate schedule for such power shall be 
as follows: 
Energy charge: 
Demand charge: 


7. All power shal be billed at the primary 
rate up to 720 times the contract demand. 


1.35 mills 
None 
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8, In addition to primary and secondary 
power purchased and sold hereunder, TVA 
may tender blocks of fugitive power when, 
as and if, in its judgment, available. 


Price: 1.1 mills per kw. hr. 

9, Energy delivered at Columbia shall be 
computed as of Wilson dam delivery. 

All witnesses with exceptions of 
Mr. E. J. Muir, Tennessee Valley 
Authority engineer, used a demand 
of 25,000 kilowatts, while Mr. Muir 
used, as previously stated, demands 
ranging from approximately 11,000 
to 20,000 kilowatts. 

It appears to the Commission from 
a study of this contract that there is 
a question as to the correct interpreta- 
tion of this contract. It will be noted 
that in paragraph 1 of the contract, 
it is set out that “the Tennessee Val- 
ley Authority will sell and The Ten- 
nessee Electric Power Company will 
buy the following amounts of firm 
power for delivery at Wilson dam and 
Columbia, Tennessee, for the year be- 
ginning July 1, 1937, 25,000 kilo- 
watts; for the year beginning July 1, 
1938, 50,000 kilowatts ; for the period 
beginning July 1, 1939, to June 30, 
1947, 75,000 kilowatts. 

From this contract it appears that 
it will be necessary for The Tennessee 
Electric Power Company to buy firm 
power in the amounts set out in para- 
graph No. 1, namely; 25,000 kilo- 
watts in 1937; 50,000 kilowatts in 
1938, and 75,000 kilowatts from July 
1, 1939, to June 30, 1947. 


If it is necessary for The Tennessee 
Electric Power Company to purchase 
25,000 kilowatts of firm power in 
his contract Mr. Muir’s assumption 
bf kilowatt-hour use on an 85 per 
ent load factor basis is not in ac- 
ordance with the contract, since it 
3] 


will be necessary to have a minimum 
demand of not less than 25,000 kilo- 
watts. 


Rate for Transmitted Power 


We are setting out below copy of 
rate of the Tennessee Valley Author- 
ity used by Mr. Muir as applicable to 
cost of energy delivered by Tennessee 
Valley Authority in Nashville for sale 
to The Tennessee Electric Power 
Company : 


TENNESSEE VALLEY AUTHORITY 
Wholesale Power Rate Schedule A-1 


Availability 

Transmitted firm power purchased for resale 
available to states, counties, municipalities, and 
cooperative organizations of citizens or farm- 
ers. 


Demand charge 
$0.90 per kw. demand per month. 


Energy charge 

First 100,000 kw. hr. consumed per month 
at 4 mills per kw. hr. 

Next 200,000 kw. hr. consumed per month 
at 3 mills per kw. hr. 

Next 700,000 kw. hr. consumed per month 
at 2.5 mills per kw. hr. 

Excess over 1,000,000 kw. hr. consumed per 
month at 2 mills per kw. hr. 


Charge for energy in excess of 360 times the 
total measured demand as hereinafter defined 
shall be subject to a reduction of 0.5 mills per 
kw. hr. from the otherwise applicable rate. 


Determination of demand. 

Demand measurement shall be made by suit- 
able instruments at the point of delivery. Total 
measured demand for any month shall be de- 
fined as the highest integrated simultaneous 
load during any sixty consecutive minute pe- 
riod during the month for which determina- 
tion is made. 


Adjustment of demand charge for power factor 
The customer’s demand shall, whenever the 
normal power factor is less than 85%, be de- 
termined upon the basis of 85% power factor ; 
that is, whenever said normal power factor is 
less than 85%, the demand in kilowatts shall 
be taken to be 85% of the kilovolt amperes. 


Minimum monthly bill 

0.90 kw. of demand, but in no case shall the 
minimum bill be less than the charge for 60% 
of the highest demand occurring during any 
month within the previous consecutive twelve 
months’ period. 
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Allowance for sales to residential customers 

Authority will adjust bill so that customer 
shall be billed at 2 mills per kw. hr. for at 
least so much energy as may be sold by cus- 
tomer under the residential resale schedule at 
4 mills per kw. hr. 
Discount for nontransmitied power 

Above rates subject to a discount of 10% if 
necessary transmission facilities are furnished 
by customer and power is purchased at the 
switchboard of the Authority’s hydroelectric 
generating plants. 
Single point delivery 

The above rates are based upon the supply 
of service through a single delivery and me- 
tering point, and at a single voltage. Separate 
supply for the same customer at other points 
;of consumption, or at different voltage, shall 
‘be separately metered and billed. 


Statute Governing Issuance of 
Securities 


[2-4] This Commission has juris- 
diction over the issuance of any se- 
curities by public utilities operating in 
the state of Tennessee, and it is pro- 
vided in the Code of Tennessee, § 
5452, Par. (d) as follows: 


“No public utility shall: ........ 
(d) Issue any stocks, stock 
certificates, bonds, debentures, or oth- 
er evidences of indebtedness payable 
in more than one year from the date 
thereof, until it shall have first ob- 
tained authority from the Commission 


for such proposed issue. It shall be 
the duty of the Commission after 
hearing to approve any such proposed 
issue maturing more than one year 
from the date thereof upon being sat- 
isfied that the proposed issue, sale and 
delivery is to be made in accordance 
with law and the purpose of such be 
approved by the Commission. No 
lease of its property, rights, or fran- 
chises, by any such public utility, and 
no merger or consolidation of its 
property, rights, and franchises by 
any such public utility with the prop- 
-erty rights and franchises of any 
other such public utility of like char- 
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acter shall be valid until approved by 
the Commission, even though power 
to take such action has been conferred 
on such public utilities by the state 
of Tennessee or by any political sub- 
division thereof.” 

It is the opinion of the Commission 
that before any security issue should 
be approved the Commission must be 
satisfied that the sale and delivery is 
to be made in accordance with law 
and the purpose of such issue ap- 
proved by the Commission. 

In the case under consideration at 
this time the statute as set out above 
must be interpreted by the Commis- 
sion to mean that it is the duty of the 
Commission to satisfy itself that the 
proposed issuance of securities is 
found necessary and for proper pur- 
pose, looking not only to the interest 
of the holders or purchasers of secu- 
rities of the company, but determining 
whether such investment will result 
in benefits to the ratepayers and the 
general public and meet the needs of 
the company’s customers. 

[5, 6] Although the availability 
clause of the rate states “Transmitted 
firm power purchased for resale avail- 
able to states, counties, municipalities, 
and cooperative organizations of 
citizens or farmers,”’ witness Muir in 
the Department of Rates and Re 
search of the Tennessee Valley Av- 
thority said the rate would be avail- 
able for power to be sold to The Ter- 
nessee Electric Power Company and 
the witness used the rate in one calcv- 
lation. 

In this case the Commission is of 
the opinion from the evidence before 
it that there is a need for arrange 


‘ ments to be made by The Tennessee 


Electric Power Company to take care 
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of the possible power demands of the 
general public in the Nashville area. 
The Tennessee Electric Power Com- 
pany proposes to build a steam gener- 
ating station to furnish the necessary 
amount of power for its immediate 
needs of the Nashville area, and in 
connection with the building of this 
plant desires to issue $1,500,000 of its 
first and refunding mortgage 5 per 
cent bonds and to apply the proceeds 
received from the sale thereof to the 
construction of said plant. The pur- 
pose of the issue is manifestly proper 
and from the evidence presented to the 
Commission the production of power 
by the proposed plant is the cheapest 
source of power now available to The 
Tennessee Electric Power Company 
to meet its power requirements for the 
Nashville area. 

There is evidence in the record and 
the Commission also takes judicial 
knowledge of the fact that there exists 
and is available in Tennessee an enor- 
mous amount of power generated by 
the Tennessee Valley Authority, a 
United States governmental agency, 
which power, under the proposed con- 
tract filed in this case, is available to 
The Tennessee Electric Power Com- 
pany, but it does not appear from the 
record that the rates at which the 
power is to be sold to The Tennessee 
Electric Power Company will result 
in any advantage to the customers of 
The Tennessee Electric Power Com- 
pany, to the general public or to said 
company, since the company accord- 
ing to the overwhelming testimony of 
all witnesses can generate power 
cheaper than it can purchase it under 
any rate proposed for the power needs 
as stated by witnesses for the com- 
pany, which witnesses certainly should 


best know the anticipated power re- 
quirements. 

Where savings are made by the 
purchase of energy over what it would 
cost to produce and transmit it there 
should result a lowering of the cost 
of the product to the ultimate con- 
sumer. Instead of a saving resulting 
in this particular case it appears from 
the testimony of competent witnesses 
that electrical energy can be produced 
at the proposed Bordeaux steam plant 
cheaper than a like amount of power 
and energy can be purchased from the 
Tennessee Valley Authority on rate 
schedules now before the Commission. 
With such evidence before it, notwith- 
standing the desire of the Commission 
to see that the greatest possible use is 
made of public power to the end that 
the general public may get the lowest 
possible rates and be benefited by the 
production of cheap power, the Com- 
mission finds that the cost is less to 
The Tennessee Electric Power Com- 
pany to build a steam plant to produce 
power than to purchase power at the 
rate proposed and it cannot do other- 
wise than approve the purpose of the 
security issue. 

Under regulation of the Commis- 
sion the consumer of current should 
pay no more than the cost of the cur- 
rent produced, plus the cost of dis- 
tributing same and regardless of the 
individual opinions of the members of 
the Commission that power should be 
purchased from power supply already 
available, we find nothing in this rec- 
ord to justify a finding that the se- 
curities should not be issued for the 
purpose of building a steam plant. 

It is the understanding of the Com- 
mission that it is the purpose and in- 
tent of the Tennessee Valley Author- 
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ity Act that electrical energy be pro- 
duced and sold and at low rates so 
that every possible benefit may be giv- 
en to the ultimate user of the current. 
This Commission desires that the pub- 
lic receive current at the lowest pos- 
sible cost and while it has no jurisdic- 
tion as to the question of territory to 
be served by the governmental agency 
distributing current in the state of 
Tennessee, it is of the opinion that the 
public would benefit materially if ar- 
rangements could be worked out be- 
tween the Tennessee Valley Authority 
and The Tennessee Electric Power 
Company whereby the company could 
purchase power not only for the Nash- 
ville area, but for the company as a 
whole at a substantial savings over the 
cost of producing energy by steam and 
the customers of the company thus be 
put in a position where they could se- 
cure immediate benefits from savings 


in cost of power to the company by 
reduction in rates. 


The officials of The Tennessee Elec- 
tric Power Company in this record 
have offered to sell the entire property 
to the Tennessee Valley Authority at 
any time the Tennessee Valley Au- 
thority desires to purchase it at a 
fair value, and the Commission is of 
the opinion from information present- 
ed that the building of this proposed 
steam plant would not be an economic 
loss but would be necessary as a stand- 
by and as a peak load plant even if the 
property were purchased by the Ten- 
nessee Valley Authority, since it could 
be operated in conjunction with the 
power facilities in the Tennessee Val- 
ley at this time, which would result 
in a more advantageous use of power 
from all sources available, making the 
production of power more economical 
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by a combination of steam and hydro, 
as is well known by all eminent 
engineers and economists. 

Previous to the order of the Com. 
mission in Docket No. 2054, issued 
March 15, 1937, The Tennessee Elec. 
tric Power Company had already 
made commitments for equipment and 
land amounting to approximately 
$750,000, looking toward the erection 
of a steam generating flant at Bor. 
deaux. Since these commitments have 
already been made there would result 
a loss of several hundred thousands 
of dollars if cancellation were made, 
which loss would have to be borne by 
the company. 

Witnesses testified to the fact at this 
time the cost of money is lower than 
it has been for several years and that 
in their opinion the cost of money 
will increase in the near future, so 
that if it is necessary to raise money 
for construction of property the pres- 
ent time is more advantageous than 
the immediate future. 

Witnesses further testified to the 
fact that the earnings of The Tennes- 
see Electric Power Company are such 
as to justify materially lower costs of 
its money, since many companies with 
a financial set-up no better than The 
Tennessee Electric Power Company 
are issuing bonds with interest at 3} 
per cent to 44 per cent and that if any 
certainty as to the future operations 0 
the company can be forecast favorably 
The Tennessee Electric Power Com 
pany can now secure its money a 
much lower cost. 

[7] The earnings of the company 
at this time are more than adequate to 
meet its interest requirements and at 
though counsel for the Commissiot 
calls attention of the Commission 10 
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the fact that value of the securities of 
the company on the market are selling 
very low and that “at present its pre- 
ferred stock is selling at around 60, 
although if it were not for the serious 
possibilities that its business will be 
destroyed, such stock would be selling 
at par. (Test. Pearson Winslow R. 
P. 157.) It hardly seems fair to the 
preferred stockholders in a company 
facing such prospects to allow $2,- 
000,000 of their funds to be spent on 
an investment which in event of the 
liquidation of their company would 
not enhance the value of its assets, 
and would but increase the amount 
which would be paid bondholders be- 
fore stockholders’ equity would be- 
gin.” The Commission cannot assume 
that money invested in actual property 
used in rendering service to the public 
economically would not add some 
value to the property. Nor can the 
Commission assume that any agency 
of the government of the United 
States will make valueless prudent and 
necessary investments in property 
serving the public. 

Since the present bonded indebted- 
ness is only slightly over 50 per cent 
of the book investment and there ex- 
ists a large equity for the common 
stockholders, it would appear that in 
any dilution of the equity of the stock- 
holders the common stockholders 
would suffer most and these holders of 
the common stock are to be the pur- 
chasers of the bonds to be issued. 


There does not appear to be a single 
protest from any security holder of 
the company against the issuance of 
the securities petitioned for, while on 
the contrary the owners of the com- 
mon stock of the company will pur- 
chase the entire issue of bonds at a 


price of 90 or higher, which price is 
above the quoted market price at 
which the securities are now selling. 

If the company should not be per- 
mitted to issue any additional securi- 
ties for proper purpose when a market 
can be found for these securities, the 
Commission would be put in a position 
where it could no longer order the 
company to make extensions of its 
service to serve additional urban and 
rural customers, but the growth of the 
property would be stopped and the 
public would have to wait for electric 
service to be furnished at the will 
and pleasure of the company or wait 
until some other company, govern- 
ment agency, cooperative, or associa- 
tion, decided to serve them. 

[8] This Commission is of the 
opinion that expenditures for proper 
purpose when economically justified 
should be approved and that it should 
go further and require utilities over 
which it has jurisdiction under the 
laws of the state of Tennessee to make 
extensions to its property whenever in 
the judgment of the Commission such 
extensions are needed by the public 
and are justified economically. 

In the current case before the Com- 
mission an order was issued calling 
upon the company to place itself in 
position to render adequate service 
which the Commission knew would 
require an expenditure of capital re- 
gardless of whether power could be 
purchased advantageously or whether 
there would be necessity for the build- 
ing of a steam plant to furnish the 
power. 


Necessity for Steam Plant 


Representatives of the company 
testified to the fact that it has been 
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the policy of the company to provide 
adequate steam generating plant ca- 
pacity in Nashville and that until the 
period of the depression there has al- 
ways been ample capacity available. 
Witnesses further testified that even 
if the company was permitted to build 
the proposed new steam plant at Bor- 
deaux, it would be necessary to make 
further arrangements in the future to 
provide additional power supply, 
either through enlargement of the ex- 
isting plant facilities of the company, 
or through the purchase of power 
from other sources. Officials of the 
company also testified that even if an 
advantageous contract could _ be 
worked out satisfactorily to the Ten- 
nessee Valley Authority, the company 
still desired to build the steam plant 
in Nashville in order adequately to 
protect its present and future users of 
power. 

[9] Since the officials and directors 
of the company deem it necessary that 
additional power facilities be installed 
immediately the Commission is of the 
opinion that it should not substitute its 
judgment for the judgment of the of- 
ficials and directors of the company 
unless it should be clearly shown that 
the public would not be benefited and 
the users of the company’s service be 
affected adversely. While this Com- 
mission under the laws creating it is 
in no sense a “Blue Sky Body,” it is of 
the opinion that the investing public 
should be protected to the utmost. 
This Commission has not and does 
not by approving the issuance of se- 
curities pass upon the value of the 
securities in any way, but it does ap- 
prove the purpose of the issue and 


requires that the moneys received, 


from the sale of the securities be in- 
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vested in the property of the com- 
pany. 

Well qualified investment bankers 
testified in this case to the effect that 
it would be more desirable for the 
company to own and control its own 
generating plants rather than to be de- 
pendent upon its power supply on a 
contract that could be terminated on 
five years’ notice. This would pre- 
vent the company enterirg into long 
period contracts to supply large in- 
dustry since there would exist an un- 
certainty as to probable costs in the 
future. 

Experts well qualified to testify as 
to steam plant service presented testi- 
mony to the effect that steam plants 
are not subject to the same extent to 
atmospheric disturbances by lightning, 
storms, tornadoes, etc., as transmit- 
ted power carried hundreds of miles 
over transmission lines and that it is 
good management to provide steam 
plant capacity near the load center 
in order that an adequate and depend- 
able power supply be always avail- 
able. 

Testimony was also presented to 
show how the general public welfare 
is served by the operation of a steam 
plant since labor is employed con- 
tinuously in the operation of the plant 
itself and in the production of coal 
which benefits the coal miners, the 
owners of the mines, and _ labor 
transporting the coal from mine to 
plant, in that employment is thus 
created. 

In considering the question of the 
general public welfare in this case, the 
Commission gives some consideration 
to the fact that part of the operating 
costs of the steam plant goes back to 
the public in the form of taxes, and 
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Davidson county and the state of 
Tennessee will receive, according to 
testimony, approximately $30,000 
annually. 

Hydroelectric power should be sold 
at a cost less than the cost of produc- 
ing same by steam so that the savings 
could go back to the public in the 
form of lower rates. 

Taking into consideration all of the 
testimony and facts before the Com- 
mission and guided by the applicable 
laws of the state of Tennessee, the 
Commission is of the opinion that the 
weight of the evidence is so over- 
whelmingly in favor of erection of the 
proposed Bordeaux steam plant in lieu 
of the purchase of power from the 
Tennessee Valley Authority, under its 
proposed rates, that the Commission 
must approve the purpose of the se- 
curity issue and therefore grant its ap- 
proval for the issuance of the securi- 
ties as prayed for. 

In approving the issuance of the 
bonds as petitioned for the Commis- 
sion does so without in any way 
attempting to place a value on same 
at this time or expressing any opin- 
ion as to what the value will be in 
the future. 


The Commission finds that there is 
the necessity for The Tennessee Elec- 
tric Power Company to provide facil- 
ities to meet the power requirements 
of the Nashville area, and that the 
construction of a steam plant affords 
the most economical means of accom- 
plishing this purpose and that The 
Tennessee Electric Power Company 
should be directed to build a 25,000 
kilowatt plant in or near Nashville, 
Tennessee. The Commission is of 
the opinion that the company has al- 
teady made expenditures to its prop- 


erty not now bonded and proposes to 
make additional expenditures more 
than sufficient to justify the issuance 
of the amount of the bonds now peti- 
tioned for and allowed under its mort- 
gage. 

It is therefore ordered by the Com- 
mission, that The Tennessee Electric 
Power Company be, and it is hereby 
granted approval to issue $1,500,000 
principal amount of its first and re- 
funding mortgage bonds, 5 per cent 
series, due June 1, 1956, under the 
terms of the mortgage securing the 
same and to sell said bonds at the best 
price obtainable, but not less than 90 
and accrued interest, and to apply the 
proceeds therefrom to the extent 
thereof toward the reimbursement of 
its said capital expenditures made, or 
to be made in the erection of a steam 
electric generating plant to be located 
at Bordeaux, Tennessee, and 

It is further ordered, that The Ten- 
nessee Electric Power Company be- 
gin construction immediately of said 
steam power plant of 25,000 kilowatts 
capacity to be located at Bordeaux, 
Tennessee, in order that the public in 
the Nashville area be assured of 
adequate, safe, and reasonable service. 

It is further ordered, that the Com- 
mission retain jurisdiction in this case 
and issue such further and future 
orders as it may deem necessary from 
time to time. 

Commissioner Jourolmon dissents, 

Jouro_mon, Commissioner, dis- 
senting: There are three separate and 
distinct grounds which in my opinion 
should determine the ruling of the 
Commission on this issue. On any 
one of these grounds authority should 
be denied to The Tennessee Electric 
Power Company for the issuance of 
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$1,500,000 of its bonds to be used in 
the construction of the steam plant at 
Bordeaux, Tennessee. These are: 

1. The amount of bonds which the 
company seeks to issue is excessive for 
the value of the plant which it pro- 
poses to build. 

2. The applicant for the issuance 
of said bonds, The Tennessee Electric 
Power Company, has failed to show 
that it has made reasonable efforts to 
obtain additions to its capacity 
through purchase. 

3. The record clearly and finally 
shows that The Tennessee Electric 
Power Company can, through pur- 
chase of energy from the TVA, effect 
substantial economies over the best re- 
sults that it could obtain through pro- 
duction of electricity at the proposed 
steam plant. 

The present application is for the 
issuance of $1,500,000 worth of bonds 
in order to construct with their pro- 
ceeds a steam plant at Bordeaux on 
the Cumberland river at a construc- 
tion cost of $2,000,000. It will thus 
be seen at once that the proportion of 
bonds to total investment in this case 
amounts to 75 per cent. 

When the hearing in this matter be- 
gan, the total bonded indebtedness of 
the company was $49,592,300. But 
there has since been issued by the com- 
pany $4,208,000 in first and refund- 
ing bonds, thereby increasing this total 
to approximately $53,000,000. The 
company’s plant is assessed for taxa- 
tion in Tennessee at $59,000,000. 
The bonded indebtedness is therefore 
about 90 per cent of the assessed value 
of the properties, in spite of the fact 
that the mortgage under which all 
Tennessee Electric Power Company 
bonds are issued allows only 70 per 
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cent of the value of the plant. It is 
true that the company claims the right 
to earn upon a rate base of $94,000,- 
000 or more. I regard this as exces- 
sive; and even upon a maximum con- 
servative valuation, I greatly fear that 
the company’s bonded indebtedness is 
now approaching 70 per cent. 

When the Commission allows an is- 
sue of bonds amounting to 75 per cent 
of the new investment, it necessarily 
follows that the aggregate proportion 
of bonds to all the corporate property 
is going to be increased. This appears 
to me to be a most pernicious trend, 
and upon this basis alone, the author- 
ity to issue $1,500,000 in _ bonds 
should be denied. 

Divorcing this case entirely from 
the problem of the economics of gen- 
eration of energy by use of coal-steam 
as compared with the purchase of hy- 
droelectric energy and testing it from 
the standpoint of conservative security 
regulation alone, I believe that this is- 
suance of bonds is wholly unwarrant- 
ed by the record. Assuming that the 
purpose is proper and that the steam 
plant would be a more economically 
appropriate source of power than a 
purchase contract, this record still con- 
clusively shows that not more than one 
million dollars worth of bonds should 
be approved by this Commission for 
the purposes set out in the application. 

The policy of the Commission 
should be directed toward the reduc- 
tion of excessive bonded indebtedness. 
Fifty per cent should be considered the 
margin of safety. This Commission 
should adopt that policy. The effect 
of this would be to increase the equity 
of the bonds. It would also increase 
the equity behind all junior securities. 

The very foundation stone of ef- 
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fective utility regulation is the control 
of security issues. In past years a 
gross abuse has resulted from the is- 
suance of bonds and stocks of various 
classes upon a watered basis, and 
sometimes securities were issued with 
hardly more substantial value behind 
them than “‘so many square yards of 
blue sky.” If regulatory Commis- 
sions in those years had been able to 
prevent the issuance of such stocks 
and bonds, many of the intricate and 
costly problems of present-day regu- 
lation would never have arisen. Man- 
ifestly, a corporation existing under 
the profit economy which prevails in 
this country must in its very nature 
seek to produce earnings that will pay 
its bond and preferred stock require- 
ments and leave something over as an 
increment to be distributed among the 
owners. Accordingly, I feel strongly 
that a Commission which authorizes 
the issuance of bonds or securities 
without a searching and critical analy- 
sis is erecting in the path of its future 
progress obstacles which will be cast 
aside only with the greatest difficulty. 


The statute requires this Commis- 
sion to supervise and approve security 
issues. A narrow construction of the 
act, under which the Commission’s in- 
vestigation would be so limited that no 
consideration could be given to the 
present value of such bonds or their 
value in the future, runs counter to the 
main steam of utility regulation in 
this country. Code of Tennessee, §§ 
5447, 5450, subsection C, 5451, sub- 
section C, 5452, subsection D, and 
5458. In Wisconsin, for instance, the 
Commission, before authorizing a se- 
curity issue, is required by the statute 
to make appraisals and investigations 
and on conclusion to make a finding 


to the effect that the proposed under- 
takings of the corporation are such as 
to afford reasonable protection to pur- 
chasers of the securities to be issued. 
Laws of Wisconsin, 1931, Chap. 183, 
§ 184.05 (2). 

It is my opinion that this is the the- 
ory upon which is vested in a Com- 
mission the regulation of security is- 
sues and that such was the legislative 
intent in Tennessee. 

Under the Wisconsin statute to 
which I have referred, it is required 
that the “business of the corporation, 
its credit and prospects” shall be giv- 
en due consideration in the issuance 
of securities of various classes. Laws 
of Wisconsin, 1931, Chap. 183, 
§ 184.05 (4). 

That the policy of reducing the 
proportionate amount of bonds is of 
great importance in Tennessee is clear- 
ly demonstrated by some of the tes- 
timony adduced at this hearing. Thus, 
it was testified by two young financial 
experts from Wall Street that securi- 
ties of The Tennessee Electric Power 
Company are at present riding in the 
trough of a little depression of their 
own. It was testified that the 5 per 
cent bonds of this company were sell- 
ing at a market of $83 and that the 
preferred stock was selling at a mar- 
ket of $58. Various officials of the 
company testified that this depression 
in the market for the corporation’s 
securities was due to doubts as to the 
prospects of the company in the face 
of TVA competition. 

In my opinion, the depression is oc- 
casioned not only by this fear of com- 
petition but by doubts as to the sound- 
ness of the corporation’s financing in 
past years. The public well knows, 
for instance, that the company re- 
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gards its Chattanooga business as ap- 
proximately one-third of its entire 
system. Accordingly, it seeks to earn 
from the Chattanooga area upon a 
valuation which it sets at about $30,- 
000,000. The public likewise knows 
that for less than $10,000,000 the mu- 
nicipality of Chattanooga proposes to 
construct a distribution system which 
will effectively perform the service 
now being performed by the expensive 
plant of the applicant. Such knowl- 
edge on the part of the investing pub- 
lic must necessarily have some effect 
on its acceptance of the securities is- 
sued by the company. Undoubtedly 


there would be little grounds for fear 
of the effects of the TVA if the bonds 
of the company had been steadfastly 
and over a period of years kept upon 
a conservative basis. és 

Aside from the foregoing, I view 
another consideration as of equal im- 


portance. The opinion of the Com- 
mission seems to be founded upon the 
conclusion that the negotiations be- 
tween The Tennessee Electric Power 
Company and the Tennessee Valley 
Authority had progressed to a point 
of finality. In my opinion the oppo- 
site is true, and the record clearly 
shows that the power company termi- 
nated the negotiations arbitrarily in 
an early stage, at a time when there 
was every prospect that it might ob- 
tain even lower rates than those al- 
ready offered by the Authority. 

In consequence The Tennessee 
Electric Power Company has shown 
no bona fide effort to come to terms 
with the TVA on a power purchase 
contract. Officials of the company 
testified that they discontinued negoti- 


ations as soon as they were informed , 


that the TVA would sell The Ten- 
20 P.U.R.(N.S.) 


nessee Electric Power Company elec- 
trical energy at less than the cost at 
which it could be generated at the 
proposed Bordeaux steam plant. 
They pretend that they were shocked 
that the Authority should make such 
an offer to give a rate which would 
compete with steam generation. This 
indignation but ill beseems them, in 
my opinion, for memory recalls that 
there was no such display of moral in- 
dignation on the part of the company 
during the twenties when Muscle 
Shoals energy was being sold to her 
sister companies at less than 2 mills 
per kilowatt hour, nor during the 
lifetime of the TVA-Commonwealth 
and Southern contract, when this 
same company purchased power at 
even less than the rates now offered. 

Of course the TVA’s policy of of- 
fering electricity at competitive rates 
is the necessary and logical one for it 
to pursue. It manifestly would be 
impossible for the Authority to sell 
electricity at rates which could not 
compete with generation through 
steam. In other words, any indus- 
trial plant to which this problem was 
presented would weigh the cost of pur- 
chased electricity against what it could 
do itself with its own steam plant. It 
was therefore necessary for the TVA, 
having a large amount of electricity 
for sale, to quote rates which would 
meet or better generation cost of a 
steam plant, which might be erected 
not only by The Tennessee Electric 
Power Company, but by any other 
large purchaser. But as soon as the 
company learned that the TVA was 
prepared to negotiate on such a basis, 
it terminated the conversations and 
refused to make its steam plant cost 
data available to the TVA. 
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The finding of the Commission to 
the effect that “it appears that elec- 
trical energy can be produced at the 
proposed Bordeaux steam plant cheap- 
er than a like amount of power and 
energy can be purchased from the 
Tennessee Valley Authority on rate 
schedules now before the Commis- 
sion” is in direct contravention of the 
testimony of the power company of- 
ficials that the Tennessee Valley Au- 
thority had stated that if given op- 
portunity it would meet or better the 
cost of such production. This oppor- 
tunity The Tennessee Electric Power 
Company refused to furnish. 

It is also clear that the tentative 
contract which was filed by the com- 
pany does not in itself prove that the 
company exerted what could be termed 
a genuine effort to reach an under- 
standing with the TVA. The con- 
tract is labeled, “Tentative and for 
Negotiations Only.” 


Purposes of 
There is no clause in this tentative 
agreement which is not subject to 
modification by negotiation. The Au- 
thority was clearly holding itself out 
to make changes in the contract when 


placed in final form. For instance, 
it is testified and assumed by all 
the parties that the phrase in the 
first paragraph, “The TVA evil sell 
and TEP Co. will buy the following 
amounts,” does not actually comprise 
a firm contract to sell and buy exact- 
ly the amounts set out and that what 
is actually meant is that the TVA 
holds itself out as willing to sell any 
amounts which may be demanded by 
The Tennessee Electric Power Com- 
pany up to those mentioned. 

This undisputed fact that no genu- 
ine effort was made by the applicant 
to come to an agreement with the 


TVA, which is tantamount to its fail- 
ure to make any bona fide attempt to 
obtain electric energy at the lowest 
possible cost, seems to me to be deter- 
minative of this phase of the case. It 
is certainly incumbent upon The Ten- 
nessee Electric Power Company to 
make every reasonable effort to obtain 
electric energy at the lowest possible 
cost, whether by generation or by 
purchase. Since it is admitted that 
there is in existence a source of ener- 
gy which would be cheaper than that 
of steam plant generation, the author- 
ity to construct a steam plant should 
not be granted until it is clearly shown 
that every reasonable effort has been 
exhausted to obtain such power. 


The only excuse advanced by the 
company for refusing to negotiate 
with the TVA, after learning that the 
latter would sell energy at less than it 
would cost the company to produce it, 
is that the Authority would not con- 
tract to protect the company in its 
monopolistic control of the territory 
wherein it operates. 

The power company devoted much 
of its time and many pages of its 
briefs to arguments that it should not 
be subjected to the competition of the 
TVA. It stated that it could exist 
under regulation but not under com- 
petition. 

It appears, however, from the proof 
before the Commission, and indeed 
from the history of the events of the 
past five years, of which this Commis- 
sion can judicially take cognizance, 
that the competition of the TVA is 
one of the most effective means of 
obtaining just utility rates and good 
service from the power companies. 
This competition, setting up a yard- 
stick by which utility service and rates 
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may be measured, has been a most ef- 
fective ally of the Railroad and Pub- 
lic Utilities Commission. in this state 
in obtaining even the moderately low 
rates which now prevail in some of 
the utilities. The rates of the peti- 
tioner company, which have been 
sloping off gently over the entire pe- 
riod of the company’s life took an 
abrupt decline after the TVA came 
into competition with it. 

This Commission knows judicially 
that the competition of the TVA has 
had a most beneficial effect upon the 
utilities of this state. If The Ten- 
nessee Electric Power Company were 
able to induce the TVA to contract 
that it would desist from all competi- 
tion with the company, it might be 
incumbent upon the Commission to 
refuse its approval of such a contract 
because of the fact that it would be 
contrary to the public interest. 


One of the prime purposes of Con- 
gress in the creation of the TVA is 


the prevention of monopoly and 
monopolistic practices on the part of 
electric utility corporations, and the 
act under which the Authority was 
created so implies. 16 USCA § 831- 
K. The Authority can pursue the 
intent of the legislative body which 
created it only by declining to enter 
into contracts which would guarantee 
a monopoly to certain corporations for 
certain areas. The Norris bill pro- 
vides that the Authority must prefer 
municipalities and codperatives in the 
distribution of its electric current. 16 
USCA § 831-I. This it would not 
be able to do if bound by a contract 
which in effect would preclude it from 
selling to any municipality or codper- 


ative in the territory served by The . 


Tennessee Electric Power Company. 
20 P.U.R.(N.S.) 


Indeed, the execution of such a con- 
tract on the part of the Authority 
would probably be ultra vires. It is 
exceedingly doubtful whether _ this 
Commission could lawfully give its 
approval to a contract which would 
clearly be beyond the corporate pow- 
ers of one of the contracting parties, 

In addressing myself finally to the 
subject of electricity cost, in my opin- 
ion the proof was as convincing as 
need be, in spite of the fact that the 
power company did not show any 
great effort to obtain electricity at the 
lowest purchase price from the Ten- 
nessee Valley Authority, that the rates 
already offered by the TVA are con- 
siderably more favorable to the com- 
pany than the cost of steam plant gen- 
eration. The company loaded its es- 
timates at every angle. On cross- 
examination it was shown that many 
elements of cost had been systemati- 
cally ignored. Since the company 
made so many statements of this type, 
it is difficult to know how much cre- 
dence can be placed in any of its testi- 
mony. Much of its case was not even 
presented in sworn testimony, but in 
the form of various estimates, un- 
sworn to and untested by any search- 
ing analysis as to meaning. 


I harbor grave doubts of the figure 
which was accepted by practically all 
witnesses as to cost of coal over a pe- 
riod of years. This cost is placed at 
$2.10 per ton. A cost approximating 
$2.50 or more per ton is far more 
probable. It is true that one witness 
for the respondent company testified 
that he would give bond for the de- 
livery of the coal at $2.10 per ton. 
Later he withdrew from this offer, 
testifying that under the coal control 
act such a contract could not then be 





RE THE TENNESSEE ELECTRIC POWER CO. 


made. One cannot escape the suspi- 
cion that the judgment of this witness 
takes color from his political views as 
to a government’s proper function. 

Furthermore, it is admitted that 
the bituminous coal authority, created 
and established under the Guffey Coal 
Act, will control the prices of coal of 
all classes and will establish fair min- 
imum prices that may be charged by 
any operator. 15 USCA, § 801, et 
seq. 807. The actions of this admin- 
istrative bureau will be determined by 
the flow of economic law, and any 
prediction as to the course of this flow 
during the next ten years must be es- 
sentially guesswork. It is not logical 
to assume that the cost of coal at the 
Bordeaux plant will, in the face of 
changing economic conditions, unpre- 
dictable in their nature, remain sta- 
tionary at $2.10 over the entire peri- 
od of this plant’s life. 


For instance, the figure of steam 
coal at $2.10 per ton presupposes that 
the labor differential of the South will 


remain as it is. This price means 
that the coal must be sold at the mine 
at less than 75 cents per ton, a tre- 
mendous burden upon Southern labor. 
Advancing humanitarian ideals de- 
mand that conditions under which 
such prices are possible should not 
continue indefinitely, and I cannot as- 
sume, in the face of a struggle to abol- 
ish the differential unfair to Southern 
labor, that the lot of the coal miner 
will remain so degraded over a period 
of twenty years. 

The testimony as to the loss of 
$250,000 for cancellation of the con- 
tracts is unsubstantiated in the rec- 
ord. The price of such equipment has 
risen in the last few months, and by 
no process of logic can I conclude 


that any such cancellation charge 
would be actually exacted against the 
company. 

The assumption of some of the wit- 
nesses as to the necessity for a trans- 
mission line from Nashville to Colum- 
bia are likewise unsubstantiated. It 
appears from information otherwise 
filed with the Railroad and Public 
Utilities Commission that this trans- 
mission line was already considered 
a necessary expenditure of The Ten- 
nessee Electric Power Company in 
any event. Thus, in the report of The 
Tennessee Electric Power Company 
to the Railroad and Public Utilities 
Commission in February, 1937, there 
is shown the following under the 
heading “Construction Work in 
Progress” : 

“Construct a 154,000-volt trans- 
mission line from South Nashville to 
Columbia, a distance of 46 miles, of 
which 6 miles will be double circuit 
steel towers and 40 miles wood pole 
H frame, using 336,400 c. m. A. C. 
S. R.; install at South Nashville 
substation a 45,000 kilovolt ampere, 
154,000/110,000-13,200-volt 3-phase 
transformer bank composed of four 
15,000 kilovolt units. Construct at 
Columbia a new substation, installing 
therein 154,000-volt oil circuit break- 
er and lightning arrester and a 44,000- 
volt oil circuit breaker. Also con- 
struct a 44,000-volt bus and make 
connections thereto for four 44,000- 
volt lines to Lewisburg, Franklin, Mt. 
Pleasant, and Armour $740,- 
000.” 

Upon the dispute as to the method 
of computing depreciation of the 
steam plant, it is my opinion that 
curved-line depreciation should be 
used. I say this in spite of the fact 
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that I am well aware that the com- 
pany has not consistently pursued a 
depreciation policy devoted to this 
method. The company is in the posi- 
tion of having urged straight-line de- 
preciation methods when it felt that by 
doing so it could maintain high rates, 
and of coming to curved-line depreci- 
ation when it felt that it was in its 
interest to do so, as it evidently as- 
sumes in the instant case. 

However, on the issue as to the cost 
of energy purchased from the TVA, 
I agree wholly with the insistence of 
the attorney for the Commission. It 
is certain that no well-conducted pow- 
er company, if it makes a contract 
for purchased power, is going to pur- 
chase it upon the most uneconomic 
basis that it can conceive. This is, in 
effect, what the company attempts 
when it asserts that the purchase of 
power would be for exactly the same 
amount hour by hour throughout the 
various twelve months of the year as 
would be the case if the power were 
generated and used by the company 
from its own plant. Mr. Muir, who 
is shown by the record to be a well- 
qualified and capable engineer, and 
who is shown further to have a thor- 
ough knowledge of the methods and 
technique used by The Tennessee 
Electric Power Company when it was 
purchasing energy from the TVA 
from 1934 until November, 1936, 
states from the witness stand that 
there is no probability that the com- 
pany would purchase from the TVA 
under any schedule of transmission 
which would call for the dispatch of 
25,000 kilowatt hours in some 60-min- 
ute period every month in the year. 
This statement is reasonable, and in 
my opinion true. 
20 P.U.R.(N.S.) 


The witnesses for 


the company, however, proceed upon 
the assumption that this uneconomic 
and unwise course would be pursued 
by the company in its purchases. This 
assumption would have to be accept- 
ed, however, if the Commission would 
adopt the company’s estimates as to 
the cost of purchased power. 

Upon an issue of this type initated 
by a show-cause order, the burden of 
proof as to all material questions is 
upon the utility. Likewise, upon an 
application for the issuance of bonds, 
the company must sustain the burden 
of proof affirmatively. It appears to 
me that the opinion of the Commis- 
sion is predicated upon an opposite 
rule. Thus, it is not incumbent upon 
those opposing the application of the 
company to prove that the estimates 
for power or energy demand were in 
error. On the contrary, it was incum- 
bent upon the company to prove that 
such estimates for power or energy 
demand were correct. In my opinion, 
the applicant failed wholly to sustain 
this burden of proof. 


In my opinion the following tables 
briefly set out the comparative annual 
cost of electricity by the two means 
which have been outlined before the 
Commission : 


I, Borpeaux STATION—ANNUAL Cost 


Capital investment—$2,000,000. 
Fixed charges—10.17% on $2,000,000 
capital investment 
Labor, maintenance and supplies .... 
Coal @ $2.10 per ton (66,666.67 tons) 140,000 


———— 


II. TVA Power, TEP Transmission 


Energy charge 

Demand charge 

Transmission charge—10.17% on 
$445,000 investment 
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III. TVA Power at NASHVILLE 


Energy charge 
Demand charge 


Thus the use of TVA power trans- 
mitted by The Tennessee Electric 
Power Company from Columbia 
would be $12,908 cheaper than the 
cost of generation at Bordeaux, and 
the cost of TVA power delivered by 
the TVA to Nashville would be $22,- 
243 cheaper than the steam plant pow- 
er. It is true that these amounts of 
excess are not of great magnitude. 
However, I regard them as minimum 
figures. It will be observed that in 
reaching these figures, I have tenta- 
tively resolved those points involving 
the greatest doubt in favor of The 
Tennessee Electric Power Company. 
Thus, I have allowed depreciation at 
2.5 per cent which is upon the curved- 
line basis contended for by the com- 
pany. I am satisfied that a strong 
case could be made for the use of the 
straight-line method, charging 4.5 
per cent against the Bordeaux plant 
for depreciation and still using an un- 
depreciated rate base. This would be 
for the reason that the company has 
not consistently reduced its rate base 
by deducting depreciation as it accrued 
mathematically and statistically in the 
past. It might well be said that the 
company is estopped from now de- 
ducting it in the present emergency. 

It will be observed, likewise, that I 
have accepted the figure of $2.10 per 
ton for coal, and also the amount of 
coal at 66,666.67 tons. The record 
indicates that the company actually 
expects to use 100,000 tons of coal, 
and in my opinion $2.50 per ton is a 
more nearly accurate estimate as to 
to the actual cost than $2.10. These 


$246,112 - 


amounts will be subject to manipula- 
tion by the company, and it will be a 
startling thing if the actual perform- 
ance of the steam plant conforms in all 
respects with what is said to be ex- 
pected of it. 

Applying straight-line depreciation 
upon the basis suggested would add 
a differential of $40,000 to the excess 
already in favor of TVA purchase. 
An increase in the cost of coal to $2.50 
per ton, which I regard as not at all 
unlikely, would add $26,000 to the 
excess in favor of TVA purchase. 
While, if the actual amount of coal 
used should turn out to be 100,000 
tons, as estimated by some of the wit- 
nesses introduced by the company, in- 
stead of 66,666 tons, there would be 
$83,000 more to be added to the ex- 
cess over TVA purchase. Assuming 
the presence of all the above condi- 
tions, it is possible that the cost of 
generation at Bordeaux may in some 
years run as high as $170,000 in ex- 
cess of the purchase cost of TVA 
power at Nashville under the tenta- 
tive contract placed in evidence. Fur- 
thermore, for TVA power at Colum- 
bia, if the transmission charge, which 
I regard as unwarranted, is likewise 
deducted from the total cost of power 
purchased at Columbia and delivered 
in Nashville, the excess of steam plant 
generation over purchase cost may 
amount to $206,965. 

The majority opinion of the Com- 
mission appears to me to ignore one 
other salient phase of the purchase 
agreement. This is the clause provid- 
ing for the purchase of blocks of sec- 
ondary or fugitive power from the 
TVA. The contract offers these 
blocks at the extremely low rate of 
1.35 mills per kilowatt hour. The 
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purchase of such amounts would have 
no effect upon the measured demand 
of power. The only evidence in the 
record which indicates the effect of 
such purchases of power is that with 
reference to purchase under the old 
Commonwealth and Southern con- 
tract. Under that contract the Ten- 
nessee Valley Authority sold tremen- 
dous amounts of power on the lowest 
block of the rate. Those amounts ran 
as high as 90,000,000 kilowatt hours 
per year, or almost as much as the 
total amounts of power estimated by 
the company as the basis for the ex- 
hibits filed in this case. If the same 
amounts of secondary energy should 
be purchased under the new contract, 
the average rate per kilowatt hour 
would be approximately 2.54 mills, 
substantially lower than 3.61 mills, 
the cost of steam-generated energy. 
Every time The Tennessee Electric 
Power Company would purchase one 
of those kilowatt hours at the low rate 
of 1.35 mills, it would reduce the av- 
erage cost per kilowatt hour. By this 
means, it would clearly be possible 
for the company to effect substantial 
savings which it is impossible to meas- 
ure and which would be additional to 
those savings that have been outlined 
above. 


The increment cost only of power 
generated at the old steam plant in 
Nashville is about 2.8 mills per kilo- 
watt hour. By increment cost I mean 
the cost of production after elimina- 
tion of fixed charges. Such cost would 
be composed of fuel, labor, and main- 
tenance cost only. Thus the purchase 
of large blocks of TVA secondary 
power at 1.35 mills, with the old 
Nashville plant at a standstill during 


the high water months, should work’ 
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tremendous savings in the plant of 
The Tennessee Electric Power Com- 
pany. 

The point I am here making is sim- 
ply that the company’s schedule of 
purchased energy is not set up ona 
realistic basis. 

The power company, in estimating 
the manner in which it would use pow- 
er for the Nashville area, made no at- 
tempt to take advantage of the max- 
imum benefits that could be obtained 
under the contract. In other words, 
there is no showing of the savings 
which could be effected through the 
purchase of large blocks of secondary 
energy. So far as the company is 
concerned, it would seem that the 
clause providing the low rate for sec- 
ondary power could have been omit- 
ted from the contract entirely. How- 
ever, it is only common sense that 
this clause is of supreme importance 
to the purchaser of power. It is 
certain that its engineers analyzed 
every clause and every figure and 
the effect on the contract as a whole 
and upon the cost to it of energy, 
when the negotiations between the 
company and the Authority were un- 
der way. It is certain that a minute 
variation of a fraction of a mill in 
any block of the rate would mean that 
the power company, exercising its 
right and its discretion in the purchase 
of energy, and its use in the entire 
producing system of the company, 
would make changes in the technique 
it would employ in the purchase. If 
purchasing upon one rate, it would 
arrange for the dispatch of such quan- 
tities of current at such demand and 
load factors as would be most eco- 
nomical. 
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There are other considerations 
which should be given weight by this 
Commission and which constitute ad- 
ditional reasons for refusing author- 
ity to this company for the issuance 
of bonds to construct a steam plant at 
Bordeaux. 

In the first place, there is the broad 
question of economic waste. The 
duplication of facilities in an area 
such as that of the Tennessee valley 
must be regarded as economic waste 
unless there exist adequate markets to 
absorb the current produced by such 
facilities. The United States govern- 
ment, as a by-product of its neces- 
sary program of flood control and de- 
velopment of navigation, has created 
generating facilities for large amounts 
of electricity. Clearly, much of this 


electricity has not yet been sold. In 
my opinion, The Tennessee Electric 
Power Company is not justified in ex- 
pending $2,000,000 of the ratepayers’ 


money to erect a plant which will dup- 
licate these facilities already in exist- 
ence in this area. 

Another reason for refusing the 
application is the uncertainty of the 
future of the electric industry just at 
the present time. This is a moment 
of flux and change in the industry. 
The TVA itself has rendered the in- 
dustry’s future unpredictable. In 
Congress, there are bills for the crea- 
tion of conservation authorities to be 


set up in all parts of the United States 
which will produce, as a by-product 
of the other necessary program of 
conservation, large amounts of hydro- 
electric energy. In Tennessee, three 
major cities have embarked upon a 
program of public ownership for elec- 
tric distribution. If the program in 
these cities is successful in bringing 
more electric current to the consumers 
at lower rates, the experiments in these 
cities will be emulated by others, and 
possibly eventually by Nashville. Rec- 
ognizing this fact, The Tennessee 
Electric Power Company sought and 
obtained, in the tentative contract for 
use in the negotiations, a clause stat- 
ing that the contract for the amounts 
to be purchased would be reduced by 
so much electricity as the Authority 
might succeed in selling to any mu- 
nicipality in the area. This was a 
wise clause in the face of the econom- 
ic development of the state at this 
time. 

The construction of the steam 
plant and the issuance of $1,500,000 
in bonds cannot be terminated in that 
manner. The steam plant will be a 
permanent investment. Accordingly, 
it is my opinion that common pru- 
dence should dictate that no such ir- 
revocable investment as is called for 
by the construction of a steam plant 
should be allowed under present cir- 
cumstances, 
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Re Eastern Motor Freight Bureau, 
Incorporated 


[Docket No. 6438.] 


Discrimination, § 216 — Motor truck rates — Variations — Special conditions 
of loading or volume. 
1. When reasonable and nondiscriminatory rates have been established up- 
on a sound basis for motor freight transportation, no variation should be 
made for the purpose of accommodating rates to special conditions of load- 
ing or volume of movement ; any such special rates must result in discrim- 
ination, p. 55. 


Return, § 16 — Necessary profit — Motor carriers. 
2. A motor truck operator, in order to continue to render motor freight 
transportation service, must receive as minimum compensation the cost of 
the service and in addition, to provide incentive for the rendering of such 
service, the revenue should yield some profit above the cost, p. 56. 


Rates, § 425 — Motor trucking — Dissimilarity from railroads. 
3. Operations of railroads and of motor carriers are altogether different, 
and the fundamental factors involved in railroad rate making do not apply 
to motor truck operations and if applied must bring about destruction of 
the motor truck transportation of common and contract carriers, p. 57. 


Rates, § 426 — Motor trucking — Classification. 
4. Rate classifications which have been designed for railroad use should 
not be adopted for motor truck transportation, because these two trans- 
portation industries have such marked differences in operating conditions, 


p. 57 

Rates, § 426 — Motor trucking — Classification — Commodity value. 
5. The element of value of a shipment, although an important factor in 
the determination of rail classification, should not be used even as a partial 
measure to determine the classification for shipments by motor truck, p. 


Rates, § 426 — Motor trucking — Classification factors, weight, and volume. 
6. Weight and volume are the only definitely determinable elements of 
commodities which affect the cost of motor truck transportation ; other ele- 
ments are not exactly determinable except by estimate or by experience, 
and the addition of one or more further elements results in a mere listing 
of articles which cannot be termed a classification under a fair definition 
of that term, p. 58. 

Rates, § 426 — Motor trucking — Classifications — Risk of loss and damage. 
7. Consideration of the risk of loss and damage of the shipment involves 
an element of cost of truck transportation which may be based upon opin- 
ion or upon experience, or both, and such consideration should properly 
be a function of rate making and not of classification, p. 58. 
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Rates, § 426 — Motor trucking — Factors involved. 
8. Value and all elements other than weight and volume, in so far as they 
affect the cost of truck transportation, should be taken into account in the 
determination of general class rates and by making provision for percentage 
or supplementary charges on shipments in connection with which the need 
arises, such as those having especially high declared weight value; it is, 
then, reasonable to ignore such consideration entirely in making a clas- 


sification, p. 58. 


[June 4, 1937.] 


| peste requesting establishment of uniform motor freight 
classification; Official Motor Freight Classification adopted 
with proviso. 


By the Commission: On October 
9 1936, this Commission received a 
petition from the Eastern Motor 


Freight Bureau, Inc., requesting the 
Commission to establish and adopt a 
uniform motor freight classification, 
and on October 30, 1936, a petition 
was received from the Motor Truck 
Rate Bureau of Massachusetts, Inc., 
making a similar request; said peti- 


tions being, respectively, as follows: 
[Petitions omitted. ] 

Said petitions were assigned for a 
hearing to be held at the office of the 
Commission in Hartford on Mon- 
day, February 8, 1937. 

On account of the importance of 
this matter, the regulatory Commis- 
sions of the other New England 
States were invited to be present at 
the hearing before this Commission, 
and Commissioner Leo F. Leary of 
the Department of Public Utilities, 
commonwealth of Massachusetts, 
and Commissioner Claude H. Swain 
of the Public Service Commission, 
state of New Hampshire, were pres- 
ent. 

Notice of the time and place of 
hearing was given well in advance to 
the petitioners, interested parties in 
Connecticut, and the several motor 


truck associations in Connecticut as 
well as in other parts of the country, 
as fully appears from order of notice 
and return thereon on file. At said 
time and place interested parties at- 
tended and entered appearances as fol- 
lows: 

Eastern Motor Freight Bureau, 
Inc. (Official Motor Freight Classifi- 
cation), by Joseph Adelizzi, Mana- 
ger; Motor Truck Rate Bureau of 
Mass., Inc. (Coordinated Motor 
Freight Classification), by Ralph H. 
Cahouet, General Counsel; Ameri- 
can Trucking Associations, Inc. (Na- 
tional Motor Freight Classification), 
by C. F. Jackson, Agent; Official 
Classification Committee (Consoli- 
dated Freight Classification), by A. 
H. Greenly and O. F. Lovenberg; 
representing various Connecticut 
trucking companies and the National 
Motor Freight Classification, William 
Laube; Hartford Chamber of Com- 
merce, Transportation Division, by 
John S. Mowbray; Manufacturers’ 
Association of Connecticut, by N. W. 
Ford; Salter’s Express and W. H. 
Minor, by C. L. Guest; Albert G. 
Benson, Waterbury, by Albert G. 
Benson; White Line Motor Express, 
Inc., Bridgeport, by Mrs. Mary 
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White; Motor Truck Association 
of Conn., by Myles W. Illingworth; 
E. J. Kelley Company, by J. Birney 
Tuttle; New York, New Haven & 
Hartford Railroad Company and New 
England Transportation Company, by 
W. J. Landon. 

The hearing held on February 8, 
1937, was adjourned and continued 
on February 9, 1937. 

The petitions indicate a move by a 
substantial number of truck operators 
towards uniformity in motor freight 
classification within the New Eng- 
land States. However, the matter 
must of necessity be limited by this 
Commission to the consideration of 
the adoption of a uniform motor 
freight classification for use within 
the state of Connecticut. 

Motor truck freight classifications 
were submitted in evidence by the 
several interested parties, as follows: 

Official Motor Freight Classifica- 
tion by Eastern Motor Freight Bu- 
reau, Inc., representing approximate- 
ly 250 common carriers. 

Coordinated Motor Freight Classi- 
fication by Motor Truck Rate Bureau 
of Massachusetts, Inc. 

National Motor Freight Classifica- 
tion by American Trucking Associa- 
tions, Inc. 

Consolidated Freight Classification 
by A. H. Greenly, agent. This is the 
so-called rail classification. 

The initial petition indicated that, 
from the standpoint of the trucking 
industry, uniformity and stability in 
motor truck rates is one of the most 
important objectives of motor truck 
regulatory laws and that uniformity 
in the classification of commodities is 


necessary before the rate objective, 


can be reached, but the sponsor made 
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clear at the hearing that the initial 
petition had nothing to do with rates, 

The term classification «aneans a 
systematic distribution, allocation or 
arrangement in a class or classes, ac- 
cording to a method or system, by 
bringing together in each class those 
articles which have common charac- 
teristics, thus making groups, in each 
class, of articles which resemble each 
other and separating intu the other 
classes those that differ. 

The expression “weight and vol- 
ume” has been adopted by the Com- 
mission to designate the prime ele- 
ments, in determining classification. 
This will avoid the misunderstanding 
which may arise either from the use 
of the word “density,” meaning the 
ratio of mass to volume and common- 
ly applied to an article having a uni- 
form consistency throughout, or from 
the use of the expression “‘weight per 
cubic foot,” since in many instances a 
theoretical and not the actual volume 
must be used in determining classif- 
cation. 

The evidence indicated that the Of- 
ficial Motor Freight Classification was 
developed, considering as prime ele- 
ments, weight and volume, and value 
and susceptibility of the shipment to 
loss and damage, with primary con- 
sideration being given to the elements 
of weight and volume. 

In determining weight and volume, 
the transportation unit was consid- 
ered to be a truck of ten tons regis- 
tered carrying capacity with ome 
thousand cubic feet body carrying 
capacity. 

The Cubic Density Survey of Com- 
modities, 1935 (F.E.R.A. project S 
F2-U27) was offered in evidence 
and its method of preparation is indi- 
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cated by the following quotation from 
the report : 

“A painstaking effort has been 
made to base our standards upon the 
forms and sizes of containers in which 
the substance or article in question is 
commonly to be found under practical 
shipping and warehouse conditions. 
Whenever a commodity was found in 
more than one form of shipment, a 
complete survey was made of each 
form. The method of packing was 
noted, as was also the number of 
units to each package. In simple cas- 
es, such as those involving rectangu- 
lar boxes or bales of uniform and 
standard size and weight, computa- 
tion has been both direct and easy. 
The physical dimensions of each pack- 
age or container-unit were taken as 
follows: outside dimensions of all 
square-shaped packages; maximum 
circumference of barrels, kegs, coil, 


etc, Over any projections such as 


hoops or cleats. Dimensions were 
taken to the nearest quarter inch, 
which is as close as appears to be in 
general dependable for over-all meas- 
urements. The gross weight of each 
commodity packed, ready for ship- 
ment, was taken to the nearest quar- 
ter pound. The data herein offered 
should be found close for such in- 
stances as present no special difficul- 
ties.” 

The Official Motor Freight Classi- 
fication provides for five primary 
classes by weight and volume, as fol- 
lows : 


First class: 3 pounds per cubic foot up to 
but not including 5 pounds per cubic foot. 

Second class: 5 pounds per cubic foot up 
- but not including 10 pounds per cubic 
oot. 

Third class: 10 pounds per cubic foot up 
to but not including 15 pounds per cubic 
oot. 


Fourth class: 15 pounds per cubic foot up 
to but not including 20 pounds per cubic 
foot. 

Fifth class: 
over. 


20 pounds per cubic foot and 


The basic rates which have been ap- 
plied generally by motor truck oper- 
ators, who have filed the Official Mo- 
tor Freight Classification with this 
Commission, are as follows: 

100% for fifth class 
120% for fourth class 
150% for third class 
200% for second class 
300% for first class 

Sometime subsequent to the hear- 
ing an additional basic rate was filed, 
namely, 400 per cent for 4 times fifth 
class, to apply on weight and volume 
of less than 3 pounds per cubic foot 
which, in effect, establishes an addi- 
tional class higher than first in the 
Official Motor Freight Classification. 

From the evidence presented at the 
hearing it appeared that for each 
classification now in use a board or 
committee is provided to reclassify a 
commodity claimed to have been im- 
properly classified, and also that con- 
sideration of the value of the ship- 
ment and the risk of loss and damage 
involves opinion of some such group 
of persons. 

The committee, representing joint- 
ly the Eastern Motor Freight Bureau, 
Inc. and Motor Truck Rate Bureau of 
Massachusetts, Inc., which passes on 
classification matters, may change the 
classification of a commodity after 
consideration and by vote, making its 
determination solely on any one of 
the characteristics of such article, 
such as density, value, susceptibility 
to loss or damage, or any two or more 
of these characteristics. 

The railroad classifications, known 
as the Official Rail Classification, the 
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Western Rail Classification and the 
Southern Rail Classification, have all 
been developed over a long period and 
have been so subject to changes in the 
classification of commodities that it is 
doubtful whether there is any deter- 
minable basis for their construction. 
These three rail classifications are now 
combined in one published volume, 
known as the Consolidated Freight 
Classification, and this also embodies 
the rail classification designated as 
the Illinois Classification. 

Except for the Official Motor 
Freight Classification and the Coor- 
dinated Motor Freight Classification, 
other classifications in use by the mo- 
tor trucking industry generally are an 
adaptation of one of the rail forms of 
classification. These several rail clas- 


sifications differ materially from each 
other and to such extent that an ar- 
ticle may be first class in one and 


fourth class in another. 

The Official Motor Freight Classi- 
fication has been filed with the Rhode 
Island Department of Taxation and 
Regulation and the Massachusetts De- 
partment of Public Utilities, as well 
as with the Connecticut Public Utili- 
ties Commission. The Public Utili- 
ties Commission of Maine has accept- 
ed still another classification which 
was prepared by the trucking indus- 
try. Of the other New England 
States, New Hampshire has not the 
authority to prescribe motor freight 
classification and Vermont has not yet 
exercised its authority to do so. 

Through an understanding with the 
American Trucking Associations, Inc., 
the Official Motor Freight Classifica- 
tion has been confined to use within 


the New England States, and though , 


it is not used for intrastate traffic in 
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Maine it is used for interstate traffic 
to and from points in Maine. 

Because the Official Motor Freight 
Classification has been designed for 
use by truck operators, in general 
there appears to be advantage for 
truck operators in its use as compared 
with the use of the classifications 
which are similar to the railroad classi- 
fication and which are not altogether 
suitable for truck operators; though, 
for the purpose of avoiding confusion 
on interstate shipments moving be- 
tween New England points and points 
in the Middle Atlantic States and be- 
yond, the National Motor Freight 
Classification is used by truck opera- 
tors who have adopted the Official 
Motor Freight Classification. 

A representative of one operator 
testified that the motor truck opera- 
tors using the National Motor Freight 
Classification or the Rail Classifica- 
tion generally handle about 90 per 
cent of the volume of their traffic on 
commodity rates, while one operator 
using the Official Motor Freight 
Classification handles only about 13 
per cent of its traffic volume on com- 
modity rates. There have been rela- 
tively few exceptions for basic or 
group commodities published for the 
Official Motor Freight Classification 
since its first issuance, while there 
have been many such exceptions pub- 
lished for the Rail Classification. In 
general, there appeared to be indica- 
tions of the better adaptability of the 
Official Motor Freight Classification 
to truck operation. 

The Official Motor Freight Classi- 
fication is in use by a large number of 
common carriers operating within 
Connecticut. About five operators 
have filed with this Commission the 
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Consolidated Classification and about 
twelve have filed the National Mo- 
tor Freight Classification. 

The representative of the American 
Trucking Associations, Inc., did not 
oppose the Official Motor Freight 
Classification but stated he made ap- 
pearance to furnish information as to 
the National Motor Freight Classifi- 
cation. He expressed the desire of 
his Association for a uniform motor 
freight classification, but urged that 
this Commission should not settle up- 
on one classification now to the ex- 
clusion of others. 

The National Motor Freight Classi- 
fication follows the classification prin- 
ciples that have been used by rail and 
water carriers for many years, though 
it differs therefrom as to commodities 
not suited to truck transportation in 
the same class as for rail transporta- 
tion. It is the same as the rail classi- 


fication except for some modifications 


in ratings and descriptions. Its lack 
of consistency is indicated by testi- 
mony to the effect that certain com- 
modities were raised from fourth class 
for the purpose of developing a mini- 
mum revenue. This substantiates the 
belief of the Commission that the rate 
is generally the underlying reason for 
change in classification of a commod- 
ity. 

The rules underlying the National 
Motor Freight Classification are those 
of the rail classification modified to 
a certain extent for the purpose of 
adapting them to the trucking indus- 
try. This classification was developed 
primarily for use in connection with 
interstate traffic and filed with but few 
state Commissions at the start, though 
it is now filed with the Interstate Com- 
merce Commission and reported to be 


on file with 28 state Commissions, in- 
cluding all the New England States 
except Vermont and Rhode Island. 

Changes in this classification are 
made by members of the staff of the 
American Trucking Associations, Inc., 
after public hearings in each matter, 
presided oved by the National Truck- 
ing Board, when shippers and inter- 
ested parties may be represented. De- 
cision of this board is submitted to 
the several bureaus, to the trucking 
industry representatives, and to oth- 
er interested parties, for comment, be- 
fore issuance, and objections raised 
may result in modification of the de- 
cision as finally issued. 

This classification provides for less 
than truck load ratings and also for 
volume ratings. 

[1] When reasonable and nondis- 
criminatory rates have been estab- 
lished upon a sound basis for motor 
freight transportation, it does not ap- 
pear that there can then be any justi- 
fication to make any variation there- 
from for the purpose of accommodat- ° 
ing such rates to special conditions of 
loading or volume of movement; on 
the contrary, from the present view- 
point, it appears that any such special 
rates must result in discrimination. 

For the National Motor Freight 
Classification the principal factor of 
classification was testified to be den- 
sity, or weight per cubic foot, and the 
other factors to be value per pound, 
fragility, possible damage to other 
shipments, and, to some extent, the 
character of the traffic, the conditions 
under which it moves and the ability 
of a commodity to stand the rating, 
as well as the feature of competition 
with other carriers. 

It was definitely indicated that for 
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this classification assignment to class- 
es is made in order that rate purposes 
may be followed in a simple way. 
The Consolidated Freight Classifi- 
cation is used by the rail carriers and 
has been adopted in seven states for 
all motor carriers therein. The chair- 
man of the group which manages this 
classification, designated the Official 
Classification Committee, appeared in 
opposition to fixing upon any classi- 
fication as uniform on account of his 
claim of unsettled conditions in the 
motor carrier industry at present, 
though he considered the tendency to 
uniformity as desirable. Weight den- 
sity is the most important element in 
determining this classification, but no 
definite evidence was offered to indi- 
cate how density was used in deter- 
mining this classification, and it was 
claimed that “what the traffic will 
bear” is not now an element. It was 
admitted that competition between 
similar commodities is a factor in de- 
termining this classification, as well as 
value and susceptibility to damage. 
This classification is used by only two 
motor carriers in Connecticut. 
Although the matter of rates is not 
before the Commission in this pro- 
ceeding, they have such a direct bear- 
ing upon the use of a freight classifi- 
cation of commodities that it is not 
only desirable but essential to discuss 
them in a general way. 
Transportation does not increase 
the value of a commodity but does 
add to the cost so there is an ever 
present economic reason for reducing 
the extent of transportation as well as 
the expense therefor to a minimum. 
In motor trucking there is and always 


will be a partial control against un- 
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duly high rates through potential pri- 
vate carrier transportation. 

The main purpose of regulation of 
motor truck operation is to effect con- 
trol of safety upon the highways and 
from this premise the principle of 
sound and compensatory rates is es- 
sential. 

[2] If a motor truck operator is 
to continue to render motor freight 
transportation service, he .nust receive 
as minimum compensation the cost of 
the service and in addition to provide 
incentive for the rendering of such 
service the revenue should yield some 
profit above the cost. Under regula- 
tion and for the stability of the in- 
dustry this fundamental rule must ap- 
ply to every feature of motor freight 
operation. 

It is commonly known that in the 
development of the trucking industry, 
up to the adoption of regulation and 
possibly beyond that and in some cas- 
es up to the present time, the trucking 
industry, in charging for its transpor- 
tation, has ignored the cost of service 
and has made its existence depend up- 
on obtaining freight in volume with 
consideration only to its total revenue. 
At the outset it established rates upon 
a basis competitive with the railroad 
and then, to secure loading in both di- 
rections, accepted freight for one di- 
rection at low rates without consider- 
ation as to whether the traffic bore its 
share of the cost of the service. This 
led to further rate determination up- 
on an arbitrary basis. The conjunc- 
tion with the lack of consideration of 
cost of the service and adequate com- 
pensation therefor it adopted the rail 
classification or modifications thereof 
as the fundamental of motor freight 
rate making. 
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The trucking industry should aban- 
don its irregular practices adopted be- 
fore it was under regulation, and its 
practices prior to regulation should 
not be frozen. 

A Commission must not be expect- 
ed to legalize practices of the truck- 
ing industry which, under regulation, 
are now illegal. 

[3,4] From the foregoing it is evi- 
dent that the trucking industry has 
quite generally adopted as the founda- 
tion of its rate making the practices 
of the railroads. The operations of 
these two types of carriers are alto- 
gether different. The railroad has a 
relatively large permanent investment 
in real property and in rolling stock 
for the transportation of passengers 
as well as freight. 

The railroad’s expenses may be di- 
vided into three general parts: 

1. Fixed charges on road 
equipment indebtedness. 

2. Operating expenses which vary 
little, if at all, with the volume of 
traffic. 


and 


3. Variable operating expenses, in- 
cluding the cost of train operation. 

There will be very little variation 
in the first two of these in proportion 
to the volume of traffic, while the last 
is almost directly variable with the 


volume of traffic. So it is apparent 
that if the revenues of a railroad from 
both passenger and freight service 
are sufficient to provide for the first 
two items then the last item may be 
used as the sole factor in determina- 
tion of particular rates, that is, when 
a railroad has rolling stock available 
and all of its fixed expenses as out- 
lined above have been paid, it may be 
profitable for it to obtain any traffic 
which will yield a revenue greater 


than the added cost of handling it. 
This is exemplified in excursion rates 
made by the railroads in their passen- 
ger transportation. 

Truck transportation expenses may 
likewise be divided into three general 
parts: 

1, Fixed charges on investment in 
motor vehicles and real property. 

2. Operating expenses which apply 
to each truck unit and vary little with 
the extent of their operation. 

3. Operating expenses which vary 
with the extent of operation. 

By contrast with the railroads the 
first of these items is relatively small, 
since it applies to a relatively small in- 
vestment in motor vehicles and little 
or no investment in real property. 

The second and third items repre- 
sent the major part of the cost of truck 
transportation. Taken together, 
these vary directly with the volume of 
traffic. Therefore, the added cost of 
handling additional traffic by truck is 
substantially equal to the average or 
unit cost of handling, and the charge 
for performing an added service must 
not be less than the unit cost of that 
service. 

In Docket No. 6395 [20 P.U.R. 
(N.S.) —] determining rates for the 
transportation of bituminous coal, the 
Commission has indicated, in detail, 
how this analysis of truck transporta- 
tion costs may be applied to a con- 
crete case. It was there shown that 
the total cost outlays of a firm engaged 
in the transportation of bituminous 
coal would depend almost exclusively 
upon the number of trucks owned and 
maintained, and the mileage operat- 
ed; clearly both of these elements 
would vary directly with the general 
volume of traffic handled. 
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It is quite obvious, therefore, that 
the fundamentals outlined above with 
respect to railroad revenues do not 
apply to motor truck operation and, 
if applied, must bring about destruc- 
tion of the motor truck transporta- 
tion of common and contract carriers. 

Classification which has been de- 
signed for railroad use should not be 
adopted for motor truck transporta- 
tion because these two transportation 
industries have such marked differ- 
ences in operating conditions. 

Rail classifications have been in use 
for a long time and while it is claimed 
that they are primarily based upon 
density, that is, the weight and vol- 
ume of commodities, it is known that 
the rail classification is influenced by 
many other additional elements name- 
ly: value per pound or other unit 
packed for shipment, bulk, loading 
possibilities, both as to weight per car 
and ability to stow, volume of ton- 
nage, risk, liability to damage, care in 
handling, competition, whether less 
than carload shipments may be safe- 
ly loaded with other articles in car, 
whether articles can be loaded on open 
cars, public benefit, whether article is 
crude, rough or finished, liquid or 
dry, knocked down or set up, loose or 
in bulk, nested or in boxes, or other- 
wise packed, relative value and stage 
of manufacture. 

It is evident that several of these 
elements, other than weight and vol- 
ume, do not require consideration in 
connection with truck transportation, 
and some of them do not affect the 
cost thereof. 

[5-8] While the element of val- 
ue of a shipment has undoubtedly 
been an important factor in the deter- 
mination of rail classification, 
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the 


Commission believes that the value of 
a commodity should not be used even 
as a partial measure to determine the 
classification for shipments by motor 
truck. If value is so used in order to 
bring in the element of “what the traf- 
fic will bear,” then the classification 
is made to depend upon an element 
which has no relation whatever to the 
cost of truck transportation and should 
not enter into classification. 

It is argued, however, that value and 
certain other elements should be con- 
sidered because they affect the cost of 
truck transportation by increasing the 
trucker’s liability in case of loss and 
damage. But, it appears reasonable 
to eliminate value in determining 
classification; first: because if it is 
applied as an exact element it must 
then be considered in classifying ev- 
ery commodity and it is more than 
likely that this would not be accept- 
able to the trucking industry since it 
has evidently avoided so doing, except 
in a relatively small number of com- 
modities ; second : because from a prac- 
tical standpoint all elements except 
weight and volume are such that they 
must be determined on the basis of 
judgment, or experience, or arbi- 
trarily. 

Weight and volume are the only 
definitely determinable elements of 
commodities which affect the cost of 
truck transportation. All other ele- 
ments are generally not exactly deter- 
minable except by estimate or by ex- 
perience and they do not affect the 
cost of truck transportation but do af- 
fect the cost of performing truck 
transportation service. 

It must be concluded, therefore, 
that the addition of one or more 
further elements results in a mert 
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listing of articles, which cannot be 
termed a Classification under a fair 
definition of that term. 

Consideration of the risk of loss 
and damage of the shipment involves 
an element of cost of truck transpor- 
tation which may be based upon opin- 
jon or upon experience, or both, and 
such consideration should properly be 
a function of rate making and not of 
classification, for if it were a function 
of classification it would not be in ac- 
cord with the principle of making a 
classification as defined herein. 

Value and all elements other than 
weight and volume, in so far as they 
affect the cost of truck transportation, 
should be taken into account in the de- 
termination of general class rates and 
by making provision for percentage 
or supplementary charges on ship- 
ments in connection with which the 
need arises, such as those having 


especially high declared weight value. 
It is then reasonable to ignore such 
consideration entirely in making a 
classification. 

It is argued by some that a classi- 
fication cannot be made upon the con- 


sideration of weight and volume 
alone, but this point of view is invari- 
ably influenced by the fact that the 
use of only these two elements places 
the commodity in a class which car- 
ries an improper rate. So it is that 
the use of any element in addition to 
weight and volume always arises from 
the consideration of the rate which, 
if adopted, must result in confusion 
and a chaotic grouping. 

It cannot be claimed that the rail- 
road classifications have fully served 
the purpose for which they were cre- 
ated, for in addition to numerous 
changes of classification made upon 


appeals therefor, there have been many 
complete departures from the applica- 
tion of the classification in the estab- 
lishment of a commodity rate (a spe- 
cific rate to apply to a certain com- 
modity between certain points) and 
by an exception (an adjustment of a 
class rate within a limited area). 

The Commission considers, there- 
fore, that weight and volume are the 
only definitely determinable elements 
of commodities shipped by motor 
truck which it appears to be neces- 
sary to consider in determining how 
much the truck will carry. The weight 
characteristic limits the quantity of 
a commodity shipped in one truck 
load which, if the article is heavy, will 
be relatively small and may be small- 
er than the truck volume capacity. 
The other characteristic, volume, lim- 
its the quantity of a commodity 
shipped in one truck load which, if 
the article is light, will be relatively 
large and may be less than the truck 
weight capacity. The volume is gen- 
erally determined as that of the article 
or container in which it is packed, but 
the theoretical loading volume obvi- 
ously may be greater than this if the 
article or container is of such shape 
as to restrict the number of pieces 
which can be loaded upon a truck. 

As the several rail classifications 
differ materially from each other, uni- 
formity cannot be claimed as a rea- 
son to sustain their use for motor 
transportation. It appeared that, from 
the standpoint of the shipper, there 
would be no practical obstacle in the 
use of a motor truck classification en- 
tirely different from the rail classifi- 
cation. 

The Commission believes that with 
the several motor freight classifica- 
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tions in use today it would be a hard- 
ship upon many operators in the mo- 
tor truck industry if the Commission 
at this time should prescribe or re- 
quire the immediate adoption of any 
one motor freight classification to the 
exclusion of all others, but having in 
mind the desirability of prescribing, 
in the near future, a uniform motor 
freight classification, the Commission 
believes that the motor truck opera- 
tors should, as soon as practicable, 
adopt a uniform motor freight classi- 
fication based solely upon weight and 
volume characteristics of commodi- 
ties, leaving all other considerations 
to be treated in determining rates. 

In the opinion of the Commission 
upon the final establishment of a uni- 
form classification there should be no 
departure from the weight and volume 
method, such other elements which 
may require consideration and other 
characteristics affecting the cost of 
truck transportation service should be 
provided for by applying a percentage 
to the class rate or by supplemental 
charges; there should be no commod- 
ity rates and there should be no ex- 
ceptions. 

Under this arrangement it may be 
possible for the trucking industry to 
simplify all of its rate making by fix- 
ing a stated weight value as the max- 
imum liability of the carrier for all 
classes of motor freight and determin- 
ing each class rate upon the basis of 
this stated weight value, and then pro- 
viding a supplemental schedule of ad- 
ditional charges by the carrier for 


higher weight value when specifically 
declared by the shipper. 


ORDER 


Since the Official Motor Freight 
Classification appears to be based pri- 
marily upon the considerations of 
weight and volume, the Commission 
adopts this classification with the pro- 
viso that it will, from time to time, 
and as soon as practicable, be modified 
to conform strictly and solely to the 
weight and volume characteristics of 
commodities and that it shall be com- 
pletely so revised not later than Janv- 
ary 1, 1938. 

The Commission further orders and 
directs that each new classification, as 
may hereafter be filed by any opera- 
tor to apply to the commodities he is 
authorized to transport, shall conform 
strictly and solely to the elements of 
weight and volume characteristics of 
such commodities. 

The other classifications which have 
been filed with the Commission may 
remain in use until January 1, 1938, 
but with the proviso that data supple. 
mental to each such classification shall 
be filed with the Commission on or be- 
fore October 1, 1937, which will in- 
form the Commission as to the differ- 
ence between such classification and 
the Official Motor Freight Classifica- 
tion, and thus permit a ready compar- 
ison of rates. 

We hereby direct that notice of the 
foregoing be given by the secretary 
of this Commission by forwarding 
true and correct copies thereof to par- 
ties in interest, and due return make. 
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NORTH CAROLINA UTILITIES COMMISSIONER 


Re Durham Telephone Company 


Intercorporate relations, § 15 — Approval of contract — Solicitation of advertise- 
ments and printing of telephone directories. 
A contract between a telephone company and an affiliated company pro- 
viding for the solicitation of advertisements and printing of telephone 
directories should be approved nunc pro tunc when it appears that the 
contract was entered into in good faith, without realizing that statutory 
provisions relating to contracts between affiliates were applicable, and that 
the contract is fair and reasonable and advantageous to the telephone com- 


pany. 


[July 23, 1937.] 


|, iguryene for approval of contract with telephone directory 
and advertising company for solicitation of advertisements 
and printing of telephone directories; granted. 


WINBORNE, Commissioner: This 
cause comes on to be heard before 
Stanley Winborne, Utilities Commis- 
sioner of the state of North Carolina, 
on Friday, the 23rd. day of July, 
1937, upon the petition of Durham 
Telephone Company for approval 
nunc pro tunc as of date of March 
24, 1934, of a contract in writing en- 
tered into with Telephone Directory 
and Advertising Company under 
date of March 24, 1934. 

The petition in this cause is made 
and filed pursuant to the require- 
ments of § 1112 (17) of the Consoli- 
dated Statutes of North Carolina, and 
contains as Exhibit A a true copy of 
a contract that was made and entered 
into with Telephone Directory and 
Advertising Company, a corporation, 
under date of March 24, 1934. 

The contract for which approval of 
the Commissioner is sought provides 
for the solicitation of advertisements 


* 
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and the printing of telephone direc- 
tories for Durham Telephone Com- 
pany by Telephone Directory and Ad- 
vertising Company after the termina- 
tion in June, 1936, of a contract for- 
merly existing between Durham Tele- 
phone Company and L. M. Berry and 
Company, and to continue for a pe- 
riod of three years from and after 
said operative date, and thereafter 
from year to year, subject to the right 
of cancellation by either party upon 
twelve months’ written notice to the 
other party. 

From the petition, treated as an af- 
fidavit, and the statements and repre- 
sentations of officers and agents of 
the company, it appears that Tele- 
phone Directory and Advertising 
Company is a corporation, the com- 
mon stock of which is owned by Tel- 
ephone Bond and Share Company, 
which latter company (Telephone 
Bond and Share Company) is also an 
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owner of common stock of Durham 
Telephone Company, and that, there- 
fore, Telephone Directory and Adver- 
tising Company and Durham Tele- 
phone Company are affiliates within 
the meaning of said term as used in 
Chap. 21 of the Consolidated Statutes 
of North Carolina, and more partic- 
ularly § 1112 (17); and it further 
appears that Durham Telephone Com- 
pany entered into said contract as of 
said date of March 24, 1934, in good 
faith, without realizing that the pro- 
visions of § 1112 (17) were appli- 
cable to said contract, and that the 
same would have to be approved by 
the Utilities Commissioner of the 
state of North Carolina before the 
same could become effective; and it 
appears further that Durham Tele- 
phone Company has not intended to 
ignore the provisions of said statute 
or to in anywise act arbitrarily in the 
conduct of its business, but that it 
simply overlooked the provisions of 
said statute and its application to said 
contract, and now prays for an order 
nunc pro tunc as of date of March 
24, 1934, to be entered in this cause 
approving said contract. 

From the petition, treated as an af- 
fidavit, and the statements and repre- 
sentations of officers and agents of 
the company, it appears that Durham 
Telephone Company has issued two 
directories under the provisions of 
said contract, the first as of date of 
December 1, 1936, and the second as 
of date of June 1, 1937, and has re- 
ceived as its share of the proceeds 
from the same the sum of $878.25, 
which represents net profit; and it 
further appears that said contract is 
advantageous to Durham Telephone 
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Company and that it will be for the 
best interest of the petitioner for said 
contract to be approved. 

Upon consideration of the whole 
matter, the undersigned Commission- 
er is of the opinion and finds: 

(a) That the contract entered into 
between Durham Telephone Compa- 
ny and Telephone Directory and Ad- 
vertising Company is a fair and rea- 
sonable contract and advantageous to 
Durham Telephone Company in the 
publication of its telephone directo- 
ries. 

(b) That Durham Telephone Com- 
pany entered into said contract as of 
date of March 24, 1934, in good 
faith, without realizing that the pro- 
visions of § 1112 (17) were appli- 
cable to said contract and that said 
contract would have to be submitted 
to and approved by the Utilities Com- 
missioner of the state of North Caro- 
lina before the same could be effec- 
tive, and that, therefore, the same 
should be approved by an order en- 
tered nunc pro tunc as of date of 
March 24, 1934. 

It is, therefore, now, ordered that 
the contract entered into by and be 
tween Durham Telephone Company 
and Telephone Directory and Adver- 
tising Company, a corporation, under 
date of March 24, 1934, a true copy 
of which is attached to the petition 
filed in this cause and marked “Ex- 
hibit A,” be, and the same hereby is, 
in all respects approved, and for the 
purpose of establishing the effective 
date of said approval as the date of 
the execution of said contract on 
March 24, 1934, this order is entered 
nunc pro tunc as of date of March 


- 24, 1934, and the publication of di 
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rectories as of date of December 1, 
1936, and of June 1, 1937, by Dur- 
ham Telephone Company under the 
provisions of said contract are con- 


sidered as having been done under the 
terms of a contract approved by the 
Utilities Commissioner of the state of 
North Carolina, as provided by law. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re John R. Miller 


[Application Docket No. 34912.] 


Eminent domain, § 8 — Damage award — Interest allowance. 

1. No interest allowance should be added to a damage award for property 
taken, injured, or destroyed by reason of the construction of a railroad 
bridge for the period between the time when the property was first taken, 
injured, or destroyed and the time when determination of damages sus- 
tained has been made by the Commission, since prior to such determination 
the landowner is owed no debt but has merely a claim for unliquidated 
damages, p. 63. 


Eminent domain, § 8 — Damage award — Interest allowance. 


2. No interest allowance should be added to a damage award for property 
taken, injured, or destroyed by reason of the construction of a railroad 
bridge for the period beginning at the time of determination by the Com- 
mission of damages sustained and ending at the time of payment; it is 
assumed in all crossing elimination projects that payment of such awards 
will be made with reasonable promptness, p. 63. 


[July 19, 1937.) 


Fiero for modification of damage award for property 

taken, injured, or destroyed by reason of the construc- 

tion of a railroad bridge and the approaches thereof, so as to 
make allowance for interest; petition denied. 


> 


By the Commission: This matter 
comes before us upon the petition of 
Frank R. Smith, executor of John R. 


Service Commission dated March 2, 
1937. 
[1, 2] The prayer of the petition 


Miller, deceased, for modification of 
a damage award for property taken, 
injured, or destroyed, described in 
the report and order of the Public 


is that interest on the said damage 
award be allowed from the time when 
the property of John R. Miller was 
first taken, injured, or destroyed, 
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namely, November 26, 1935, to the 
date of the petition, namely, May 1, 
1937. 

Although there is no precedent 
governing the precise facts of this 
case, the opinion of our supreme 
court in Wayne v. Pennsylvania R. 
Co. (1911) 231 Pa. 512, 80 Atl. 
1097, dictates, in part, our conclu- 
sions herein. In the Wayne Case it 
was held that a right to interest on 
the amount of damages sustained 
does not arise simultaneously with 
the condemnation of land in an emi- 
nent domain proceeding. The court 
reasoned that, after condemnation, 
and before due determination of dam- 
ages suffered in such proceeding, the 
landowner was owed no debt, but 
had merely a claim for unliquidated 
damages. Since interest is an inci- 
dent of debt, and not of unliquidated 
damages, no question of interest pre- 
sents itself until after due determina- 
tion of the damages. 


Applying that reasoning to this 
case, it is clear that since due deter- 
mination of the damages sustained 
here was not made until the Public 
Service Commission report and order 


of March 2, 1937, no debt before 
such time was owing by the Alle- 
gheny County Authority, by whom 
the damage award here is payable. 
Consequently, an award of interest 
for any period prior to March 2, 
1937, would be improper. 

Further, there is no _ basis for 
awarding interest to the petitioner for 
the period from March 2, 1937, to 
May 1, 1937. It is assumed in all 
crossing elimination projects _ that 
where payments are required to be 
made by some party as compensation 
for damages to property such pay- 
ments will be made with reasonable 
promptness, and consequently neither 
this Commission nor the Public 
Service Commission has ever made 
provision for interest on the sums 
due. Any delay in payment by the 
Allegheny County Authority is a nat- 
ural consequence of petitioner’s ac- 
tion in seeking the modification here 
prayed for, and was not in any man- 
ner provoked by Allegheny County 
Authority ; therefore, 

Now, to wit, July 19, 1937, it is 
ordered that the petition be and is 
hereby refused. 
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Frigidaire Enters Electric 
Range Field 


RIGIDAIRE Division, General Motors Cor- 

poration, has entered into production of a 
line of newly developed electric ranges to be 
marketed nationally as an auxiliary to its elec- 
tric refrigerators. Beginning of manufacture 
of ranges, national introduction of which will 
occur later this year, marks the beginning of 
an expansion program of General Motors into 
the home appliance field. 


National Acme Issues New 
Chronolog Booklet 


new booklet describing three new models 
A’ Chronologs, production control in- 
struments, has just been published by The 
National Acme Company, 168 East 131 Street, 
Cleveland, Ohio. 

This booklet gives complete information on 
the use and operation of the Chronolog, 
claimed by the manufacturer to be the only 
instrument that keeps a running record of 
time and a count of pieces on the job—and 
prints this information on a chart that may 
be read as easily as a typewritten report. 

A new line of super-sensitive line voltage 
switches and Namco Solenoids are described 
in the same booklet. Copies may be obtained 
on request. 


$19,590,000 to be Spent by 
Central New York Power 


HE Central New York Power Corpora- 
tion, a subsidiary of the Niagara. Hudson 
Power Corporation, expects to spend about 
19,590,000 on new construction before the 
nd of 1939, according to A. W. Andrews, 
hief Engineer of the Company. Mr. An- 
lrews said $16,529,000 would be expended 
or expansion of electric facilities, $1,800,000 
or improvement of gas facilities and $1,300,- 
M0 for general construction. 
The chief item of construction, according 
p Mr. Andrews, is the erection of a steam 
lant at Oswego, N. Y., estimated to cost $9,- 
70,000. In addition, $1, 000,000 will be spent 
r rural electric distribution lines and about 
250,000 for two hydro-electric generators at 
¢ Oswego dam. 


Yelta-Star Announces Improved 
Disconnecting Switch 
Vyete Star Electric Company, Chicago, 


Illinois, announce an improved high- 
pere capacity disconnecting switch. This 
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single-pole unit of a three-pole switch has 
tongue type silvered contacts engaged by 
double full floating blades. The terminals 


A Group-Operated Disconnect Switch 


integral with the switch contacts are of the 
clamp type for connecting 4” I.P.S. copper 
tubing. 

The wet process porcelain insulators have 
metal inserts to which the switch parts are 
bolted. All bolts, nuts and washers on the 
live parts are nonferrous. 


The Marchant Calculator 


NEW booklet of operating instructions for 
The Marchant automatic “silent speed” 
calculator has been issued by Marchant Cal- 
culating Machine Company, Oakland, Cali- 
fornia. 
The simple operating instructions outlined in 
the new manual will enable the inexperienced 
operator to master thoroughly all the essen- 
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tials of operation and application involving 
addition, subtraction, multiplication and divi- 
sion, and their various combinations, with a 
few minutes of practice, according to the 
manufacturer. 

Copies of the instructions booklet and de- 
scriptive folder of the new Marchant all- 
electric calculator may be obtained from the 
manufacturer. 


Burroughs Adding Machine Co. 
Issues New Folder 


Hw cashiers of public utilities and other 
businesses can obtain protection that 
saves money, and information that makes 
money, is shown in a colorful new folder is- 
sued by Burroughs Adding Machine Com- 
pany, Detroit, Michigan. Copies are avail- 
able upon request. 

This folder describes and illustrates latest 
developments in Burroughs cash registering 
machines and contains valuable information 
that will aid in selecting cash registering 
equipment best suited to individual needs. 

Among the models featured are printing 
cash registers with locked-in autographic de- 
tail tape; non-printing cash registers in va- 
rious capacities and colors; combination cash 
registers that provide itemized receipts, re- 
tain a duplicate record, and can be used as 
adding machines; bill receipting machines for 
fast certification and maximum cash protec- 
tion; and many other styles to meet a wide 
variety of requirements. 


Westinghouse Making Giant 
Turbine Rotor 


A= for a steam turbine, being “bladed” 
at the South Philadelphia Works of the 
Westinghouse Electric and Manufacturing 
Company, is machined from a single steel 
forging, and when completed will make the 
heaviest single piece turbine rotor yet made 
by the Westinghouse Company. 

Manufactured for the Quindaro Power 
Plant, Kansas City, Kansas, the turbine will 
drive an electric generator delivering 30,000 
kilowatts—enough electric current to light 
simultaneously 1,200,000— 25-watt _ electric 
lamps. The rotor, when ready for “blading,” 
weighed about 100,000 pounds. 


Fulscope Micromax Controller 
Offered by Taylor 


F% those process control problems where 
smooth, proportional valve action is im- 
perative and the potentiometer principle of 
temperature measurement is preferred, the 


Taylor Instrument Companies, Rochester, 
New York, now offer the Fulscope Micromax 
Air-operated' Potentiometer Controller. 

It utilizes the same completely adjustable, air- 
operated control mechanism that is used in 
the thousands of Fulscope temperature, pres- 
sure, rate of flow, and liquid level controllers 
now in service. 
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The temperature measuring system is the 
well known Micromax recording and indicat- 
ing potentiometer. This is the only poten- 
tiometer in which all functions affecting ac. 
curacy of temperature measurement are fully 
automatic—automatic reference-junction com- 
pensation; automatic, positive balancing of 
the potentiometer circuit; and automatic cur- 
rent standardization. 

The principal parts of both mechanisms are 
interchangeable with the many Fulscope and 
Micromax instruments now in service. This 
permits small stocks of replacement parts, 
lower maintenance costs, and better service. 

The Fulscope Control Unit operates in con- 
junction with the Taylor otosteel Dia- 
phragm Valve. Where precisixn valve action, 
or both precision valve action and compensa- 
tion for changes in load, may be necessary to 
prevent deviation from the control point, the 
Fulscope control mechanism can be supple- 
mented with the Taylor Valv-Precisor or 
Dubl-Response Control Unit, respectively. 
Thus, control equipment which most eco- 
nomically solves the individual control prob- 
lem may be selected. 


$30,000 Project Planned by 
Lexington Utilities 


T= Lexington Utilities Company is plan- 
ning to double the size of its transformer 
substation at South Limestone and Rose Sts, 
at an approximate cost of $30,000, according 
to a recent announcement. The increase be- 
came necessary because of the new buildings 
now under construction and planned at the 
University of Kentucky and because of in- 
creased building in suburban areas. 


Neal Higgins Placed in Charge 
of International Industrial Sales 


HE continued expansion of International 

Harvester’s industrial tractor and power 
unit business has necessitated a realignment 
in its sales department personnel. As a result, 
Neal Higgins has been placed in charge of all 
industrial tractor and power unit sales through 
branches, dealers, and manufacturers, while 
R. C. Flodin, heretofore in charge of the divi- 
sion, has been assigned new responsibilities. 


years traveling industrial sales representative 
on the Southern District before being called 
to the Chicago office early last year to pro 
mote tractor and power equipment 
through dealers in the entire country. 
familiarity with dealer problems, extensive 
servation of power users’ requiremell 
throughout the country, and a broad kno 
edge of engineering and manufacturing pr 
cedure well qualify him to direct the wo 
of this division. He will also, as form 
devote his attention to the promotion of salé 
through dealers. ia 
To Mr. Flodin falls the task of codrdinat 
the work of the engineering, manufactu 
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Millions of feet of ELECTRUNITE Tubing have been installed in all types 
of boilers and heat transfer equipment. They are used in high and low 
pressure, fire tube and water tube boilers of both straight and bent tube 
types by leading railroads, central power stations, boiler manufacturers, 
ship owners and general industrials. Round, uniform in wall thickness 
and diameter, full normalized in controlled atmosphere furnace with 
a smooth scale-free surface and a weld as strong as the wall, they are 
accepted by the A.S. M. E. Boiler Code; U.S. Department of Commerce, 
Steamboat Inspection Service; American Bureau of Shipping; Lloyd's 
Register of Shipping. Made of open-hearth steel, copper-bearing 
steel or rust-resisting Toncan Copper Molybdenum Iron in a complete 
range of sizes and gauges. . . . Write for complete, detailed information. 


lina Steel and Tubes... 


[REPUBLIC | 
Se ba 


— CLEVELAND .... OHIO 


LARGEST PRODUCE 


writing Republic Steel Corporation (or Steel and Tubes, Inc.) for further information, please address Department PF. 
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54 INDUSTRIAL PROGRESS (Continued) 


and sales departments as applied to the indus- 

trial and agricultural power lines, a new post 

created by the necessity of meeting the ever- 

growing demand for modified units and the 

development of special equipment to fit the 

——- requirements of power users in many 
elds. 

W. M. Parrish will continue to work with 
the numerous manufacturers of allied equip- 
ment in the development of new applications 
of International power and its adaptation to 
changes and improvements in the design of 
current models. 


Buffalo Niagara Electric Corp. 
Plans $8,000,000 Steam Plant 


AY $8,000,000 steam generating plant is 
to be constructed by the Buffalo Nia- 
gara Electric Corporation to take care of the 
rising demand for energy in that area, ac- 
cording to Col. William Kelly, president. 

The new plant will house a single unit of 
80,000 kw. and will be constructed in Buffalo 
Harbor, near Fuhrman Boulevard. It will 
have a rating of 1,200 lb. and 900 deg. F. 

Construction on the new plant will begin 
in the near future and it is expected that it 
will be completed for operation by 1940. 

While need for the additional capacity to 
the company’s system is not immediate, it 
is anticipated that the completion of the new 
$12,500,000 plant of Chevrolet Motor Com- 
pany and other industrial expansion projects 
in the Buffalo area will make it necessary to 
have added generating capacity in the future. 
The new plant will also relieve part of the 
load of the Huntley steam plant. 


Victor Insulators, Inc. Reports 
Rapid Growth 


oO one of the largest insulator 
plants in this country, Victor Insulators, 
Inc., has reported a rapid growth since it or- 
ganized in April, 1935. This company, com- 
posed of men who have many years’ experi- 
ence in the manufacture of high voltage insu- 
lators, started with 20 men on the factory 
payroll. Over 250 men are now employed and 
the company has had their products accepted 
by the most important users of high voltage 
porcelain in the equipment manufacturing 
field and by utilities. 

During the last year they have furnished 
insulators for many important high voltage 
lines from 66 K.V. to 220 K.V. including 
the switch insulators for Bonneville Dam sta- 
tion. Practically all of these insulators, both 
line and switch units, have been furnished 
under specifications considered as the most 
rigid ever written. 

Victor is the home of the wet process 
porcelain insulator and Victor Insulators, 
Inc., are now manufacturing a complete line 
of insulators for all voltage ratings. Also, 
they are making many specialties for trans- 
former and switch manufacturers including 
many cast porcelains, such as fuse cut boxes 
and transformer gooseneck bushings. 


OCT. 14, 1937 


Westinghouse to Build 
New Plant 


ee Westinghouse Electric and Manufac- 
turing Company is planning to build a new 
service plant and warehouse in South Boston 
at an estimated cost of $400,000, according to 
a recent announcement. It is expected that the 
new plant will be completed next Spring. 


Improved Electric Tool 


A NEw type of tool retainer has been devel- 

oped by the Wodack Electric Tool Cor- 
poration, 4627 West Huron St., Chicago, man- 
ufacturer of the “Do-All” combir ation electric 
hammer and drill. 

The retainer is made entirely of molded 
rubber, fits over the nose of the hammer, and 
holds the cutting tool in place with just the 
right amount of play for rapid drilling or cut- 
ting. It also keeps grit from getting into the 
socket in overhead drilling. 

The new retainer is now standard equipment 
on Wodack electric hammers at no increase 
in the price of the tool. 


Continuing Property Records 
for Public Utilities 


SIMPLE and economical method of main- 
taining a balanced perpetual inventory of 
fixed capital for electric, gas, water and steam 
companies has been published under the title, 
“Continuing Property Records,” by the Bur- 
roughs Adding Machine Company. 

The importance of employing a fast and 
accurate method of determining the value of 
property that is to be retired has increased 
greatly since the new classification of ac- 
counts was issued for utilities by the Federal 
Power Commission, effective the first of this 
year. Under the new classification, the num- 
ber and amount of “maintenance” items wi 
decrease and the number and amount of 
“additions and retirements” of prope 
increase, with a corresponding increase in ti 
volume of accounting work. 

Also in several states, it is pointed out, the 
regulatory bodies have made the keeping 
some form of perpetual inventory recor 
mandatory. 

The system briefly described in this booklet 
was adopted by a utility having a plant and 
property valuation of approximately 20 mil- 
lion dollars, 40,000 gas and electric meters, and 
operating in 42 tax districts. The system pre 
vides a balanced and controlled record, show- 
ing current totals of plant and property 
accounts and tax districts. It provides a fast 
method of obtaining statistics to meet the 
requirements of operating officials, regulatory 
commissions, tax commissions, trustees 
insurance. Peak loads, common at the end 
fiscal and calendar years, are eliminated 
building up statistics each month. 

Copies of this publication may be obt 
from The Burroughs Adding Machine 
pany, Detroit, Michigan, 
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Buckeye’ DiTcHERS 
i 


| 11 digs trench 11!" 
" wide, depths to 5!/'. 
man- 
ectric ° 


| 12 digs trench 14!/," 
wide, depths to 5!/,'. 


A/S T... 
aby RATE... Low'cott ditching 


Put a Buckeye Ditcher on the job and you know that the trench 
will be completed on schedule and at minimum cost. No soil 
of MOL Lees condition short of rock is too difficult and you have available 
~ ; the power and the choice of digging speeds that make re- 
’ markable savings in time. When you buy a Buckeye you are 
: HEEL: TYPE getting a machine into which has gone all the inddatia skill 
| DITCHER and experience that comes from well over a third of a century 
. of building trench excavating machines, in use wherever pipe- 

lines are laid, the world around. 


BUCKEYE TRAILER 
ase in transporting Buckeye Ditch- 
vestigate the advantages of these 
d, easily loaded trailers—built in 
and 15 ton capacities. 


(HE BUCKEYE TRACTION DITCHER CO., 
. FINDLAY, OHIO ' 
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Business as usual— 
all summer lone... 


‘That's Air Conditionin 


—an adventure in human 
comfort that has become 
the retailer’s most effec- 
tive summer salesman! 


Because of its very newness—air conditioning, 
and particularly that part of air conditioning 
known as summer cooling, has suffered from 
a vast number of conflicting claims. 

Summer Air Conditioning, as ‘Products of 
General Motors”’ provide it, is a business invest- 
ment—which can be made on a business basis. 

For homes and offices—where the problem 
is to cool a single room—there is the Frigidaire 
Electric Room Cooler. 

There are more Frigidaire Electric Room 
Coolers in use today than all other makes. 

And for stores and hotels and business estab- 
lishments of all kinds—where the problem is 
less simple and each job has its own individual 
requirements—there is Frigidaire Controlled- 
Cost Air Conditioning. 

What is Controlled-Cost Air Conditioning? 





Mt Flys lo lalk to 


In brief, it is a means of fitting cooling eq 
ment exactly to the size and special need 
any business or home—and of supplying 
knowledge and control of all costs 
first to last. 

You get the kind of air conditioning 
business needs. 

You get the amount of cooling any bus 
needs. 

And you get a method of installation 
fits.any building . . . whether old or nev 
owned or leased. 

Frigidaire Controlled-Cost 
Conditioning grew out of General Mi 
vast experience in electrical refrigeration 
basis of modern, summer cooling. 

The same leadership in ideas and in 
neering which developed Freon (the m 
refrigerant) and the Finned Cooling Ci 
behind Controlled-Cost Air Conditi 
and its money-saving advantages. 

Get the facts about Delco-Frigidaire ¢ 
ment for automatic cooling, heating an 
ditioning of air. 





DELCO-FRIGIDAI 


The Air Conditioning Division of General Motors 


PNG CO) V-Vslem si a-Wil, (Ceme@elelai icm-¥. lomee) lo) helel iin ic 
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PENNSYLVANIA 
Aye fine 


TRANSFORMERS 


IS ‘important addition to the 
Pennsylvania line offers the same 
assurance of dependability and long 
life that has characterized every Penn- 
sylvania transformer ever built, and 
embodies these traditional Pennsyl- 
vania advantages: 
CIRCULAR COILS . . . which withstand se- 


verest short-circuits without injury or dis- 
tortion. 


REINFORCED INSULATION . . . which pro- 


tects against high voltage surges of steep 
wave-fronts. 


DETACHABLE BUSHINGS . . . which are 
bolted externally and permit replacement 
without cover removal. 





ROUND STEEL TANKS .. . made of rust-resisting copper-bearing steel; strong and sturdy. 


Pennsylvania Transformer Co. 
1701 Island Avenue, N. S., Pittsburgh, Pa. 
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BECAUSE IT’ 
SHORTER 








BECAUSE IT Saving time saves money. 
BY) /3 w/a To drive a new cab-over- 
engine GMC is to experi- 


ence an entirely new traffic ability not found in 
other trucks. Sharper turning, over-car- 
tops vision and shorter over-all length 
facilitate quicker traffic travel. Try it! 
QUALITY AT PRICES LOWER THAN AVERAGE 


Time payments through our own Y. M, A. C. Plan at lowest available rates 


GENERAL MOTORS TRUCKS & TRAILERS 


GENERAL MOTORS TRUCK & COACH 
DIVISION OF 
YELLOW TRUCK & COACH MANUFACTURING COMPANY, PONTIAC, MICH. 
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HARNESSING PRESSURES 
8 MILES AWAY 


lowers pumping costs 





Another Metameter installation offering 
you a money-saving suggestion 


For checking line pressure and holding it within proper 
limits, one company has installed the Transmitter of 
a Bristol’s Metameter on a street pole, as shown, at a 
suitable point’ in the line. The Recording Receiver is 
located in the pumping station, eight miles away. 


As a result there is no guessing about what’s going on. 
Or about when to operate the pumps. The 12 inch 
Metameter chart instantly reveals every pressure 
fluctuation at the distant point. It shows whether this 
is large or small, abrupt or gradual. It provides an 
invaluable guide to the station attendant in keeping 
pumping to a minimum, consistent with satisfactory 
service. 


The resulting savings are so surprising that the chances 
are you, too, will want further information. Write for 
Bulletin No. 424-N. 


THE BRISTOL COMPANY 
WATERBUR Y CONNECTICUT 
Branch Offices: Akron, Birmingham, Boston, Chicago, Detroit, 
Los Angeles, New York, Philadelphia, Pittsburgh, St. Loni, 
San Francisco, Seattle. Canada: The Bristol Company 
Canada, Limited, Toronto, Ontario. Po: Bristol’s Instru- 
ment Company, Limited, London, N.W. 10. 


BRISTOLS 


TRADE MARK REG. U. S. PAT. OFF. 
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PERMANENT 
PROTECTION 











COPPERWELD STEEL COMPAN 
Gla 14720. ri, Da. 

BRONZE COPPERWELD RODS, WIRE, AND SIR 

This page is reserved under the MSA PLAN (Manufacturers Service Agree 






COPPER - 






ober 14, 1937 Public Utilities Fortnightly 




















ENGtncers 
ASOT Encineers 


Greater Economy and Speed for 


MODERN UTILITY ACCOUNTING 


Control today of today’s expenses is essential to the success of every 
utility company. Information must be both accurate and immediately 
available. In meeting today’s demands for greater dependability and 
speed, the International Electric Accounting Method is proving ideal 
for all phases of public utility accounting work. 


With International Electric Bookkeeping and Accounting Machines, 
entries are made as the transactions occur. These entries are classified 
and reclassified mechanically, as often as necessary. No additional 
manual handling, posting or writing are required. 


At the close of each accounting period, operating reports are prepared 
automatically. Special reports and analyses, as needed, are also 
produced from the same media, in the most direct and simple manner. 


Permanent records in accordance with the standard classification of 
accounts are completed when the rush of the month-end peak is over 
by “re-writing” the entry in the ledger. This is accomplished by 
another fully automatic machine process. 


Let us explain how the International Electric Accounting Method can 
bring accuracy, speed and greater economy to your business. Write 
for detailed information or visit your nearest IBM office today. 


\TERNATIONAL BUSINESS MACHINES CORPORATION 


GENERAL OFFICES: i BRANCH OFFICES IN 
270 BROADWAY, NEW YORK, N. Y. PRINCIPAL CITIES OF THE WORLD 
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The 
1) 


Ay FURTHER 
VolgisoleMme) : 


The PROTECTIVE EFFICIENCY of cold coating and the 
HILL-HUBBELL Process can be compared. Cold coating 
gives about as much protection as a prime coat on a new 
house. Compared to this the HILL- HUBBELL Process 
gives the protection equivalent to a prime coat and two 
coats of quality paint. There is just no comparison,—one 
actually PROTECTS and the other doesn’t. To bear out 
our contention we quote the following from an A.G.A. 


HILL- HUBBELL Proce: 
PIPE PROTECTION oe 


BUY STEEL PIPE, 
Mill Coated and 
Wrapped at any of 
these mills 


Subcommittee report on Pipe Coating and Corrosion— 
“Their value (cold coatings) as a protection against pitting Contra Tube Company 
would probably not justify the trouble ans expense of & Laughlin Steel 
applying them to permanent lines.” The PROPER protec- sSerpera al tien os tee 
tion of STEEL PIPE by the HILL-HUBBELL Process pays Rec ublie, Steal Ci ota cmd tion 
in dollars and cents. %,0 fant & =, Ine. 
For over 30 years BITURINE ENAMEL, an all-coal tar The" Vounastown Sheet & 
product, has done an efficient protection job. 


‘GENERAL PAINT CORPORAT! 
Three coats of enamel, one wrapping of Felt, and one covering HILI HUBBE ELL & CO. + Divisior rlev 
of Kraft paper are applied mechanically at ONE time with . . 
ONE labor cost. There are no bubbles, skips, or holidays with : 
the HILL-HUBBELL Process. 








HYDRAULIC TURBINES 


FRANCIS AND HIGH SPEED RUNNERS 


* Penstocks 

* Butterfly Valves 

* Power Operated Rack Rakes 

* Gates and Gate Hoists 
Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
90 BROAD ST., NEW YORK, WN. !. 








NEWPORT NEWS, VA. 
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Whether Your Job 


: . a ~ se ee. ve 
A Reel of Large Size PARKWAY 
CABLE in exceptionally long 
lengths used to feed power on a 
New Mississippi River Dam. 








CONTROL CABLE MAKES IT 
DROP CABLE 
LEAD COVERED CABLE 
MAGNET WIRE 


Whatever the load—power for a mammoth 
dam or a simple house wiring job—the com- 


PARKWAY CABLE prehensive CRESCENT line can furnish you 


RUBBER POWER CABLE with Wires and Cables exactly suited to your 


SERVICE ENTRANCE needs. 
CABLE And CRESCENT can give you that close, 


SIGNAL CABLE personal type of service which you can expect 
Maca“ gupmeeees from only a medium sized, closely knit organ- 


ization, producing the entire line in one plant, 


WEATHERPROOF WIRE. | under one management. 








All types of Building Wire and all ; 
kinds of Special Cables to meet CRES = NT 


AS..M., ARA., LLP.C.EA., and all \ 
Railroad, Government and Utility ESULATED WIRE (@ ee CO. Int 


Companies’ Specifications. TRENTON,\ NEW JERSEY 
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WILLIAM A. PRENDERGAST 


who was for nine years Chairman of the New York State Public Serv- 
ice Commission; who was Comptroller of the City of New York during 
the period when the Dual Subway Contracts were consummated; and 
who has until recently been an officer in one of the leading utility com- 
panies of the East, 


Discusses Matters of 
Special Interest to You In 


PUBLIC UTILITIES AND 
THE PEOPLE 


In this new volume the author gives a comprehensive picture of 
the vastly important and complex problems which the utility compa- 
nies—particularly the electric utilities—are having to face today. 
Written by a man whose unique background makes him a highly 
qualified authority, the book is timely to an unusual degree in view 
of the current agitation over public utility issues. Beginning with a 
general analysis of the nature and function of public utilities, the 
author proceeds in a logical and thorough manner to more particu- 
lar problems. He squarely tackles the vexing question of the “Pow- 
er Trust,” fearlessly considers in three brilliant chapters the func- 
tioning of holding companies, likewise devotes three chapters to the 
much debated subject of valuation, fully considers the problem of 
rates, and sums up with an estimate of what regulation has done and 
should do and with a provocative discussion of public ownership. 
Among the positive conclusions that Mr. Prendergast reaches is the 
belief that the “Power Trust” does not exist, that valuations should, 
according to the definition of the Supreme Court, be determined by 
present reproduction value, and that regulation by state commis- 
sions should be perfected and strengthened. 


PRICE, $3.00 


PUBLIC UTILITIES REPORTS, Inc. 
Munsey Bldg., Washington, D. C. 
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MAKE INSULATION 
MEET THE TEST OF A 





GOOD INVESTMENT 


OOD investments can’t be judged 

by price alone. More important is 

the security provided by full and con- 
tinued dividends. 

Primarily an investment, insulation 
must be bought on the same basis .. . 
must prove its worth in terms of maxi- 
mum cash returns on fuel savings. 

Throughout the country, hundreds 
of power plants have assured them- 
selves of these insulation dividends. 
Johns-Manville Engineers, using J-M 
Insulations, have played an important 


™ Johns-Manville 


An insulating material for every temperature 


- 


part in increasing plant efficiency and 
in reducing operating costs. 

Backed by J-M’s 75 years of re- 
search and field experience on insula- 
tion problems, these engineers can 
help you select the insulation best 
suited to each individual requirement 
in your plant. They work with insula- 
tions of maximum efficiency and uni- 
formity and are able to recommend the 
right amount and proper application. 
For details, address Johns-Manville, 

a8 22 E. goth St., N. Y. C. 


INDUSTRIAL 
INSULATIONS 


. for every ervice 
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RETAIL STORES PLAY { 


ROBERT SnAg 


Be ea in their newspaper ads 
x of 





/hermal | Eye 


REG. U S PAT. OFF 


OVEN-HEAT-CONTROL 
PaauW HEL ps THEM SELL RANGE 


We leave it to you! Successful dealers dispk 
Les ssury | Thermal Eye Control in valuable advertising spa 


ee : ee TD 
4 because it pays them well! 
They spotlight the name Robertshaw because 


carries weight with customers. 

They're smart—those dealers. They know how 
put their fingers on features that give a plus to sel: 
ing. That's why they play up Robertshaw 

Follow their tested selling system. Feature Robet 
shaw Thermal Eye Control in your ads. Capitalize th 
fact that Robertshaw is the oven-heat-control thats 
known by women everywheref¥ —respected, trusted 

desired! 


\ | Robertshaw’s Thermal Eye Contrl 
.\ swings a red signal into view wht 
~ the oven reaches the desired prt 
Bo heat temperature. It's an eyt 
/ catcher—an action-getter—« fe 
ture that makes the entire ran 

more attractive to the customé 


MORE THAN 2,800,000 ROBERTSHAW CONTROLS NOW IN 


ROBERTSHAW THERMOSTAT COMPANY 
YOUNGWOOD, PENNA. 
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Inloads a Car of Coal in 1'2 Minutes 


The Link-Belt rotary railroad car 
dumper has brought the econo- 
mies of the vertical lifting type of 
dumper within the reach of those 
whose unloading requirements are 
comparatively low. It handles with 
ease, cars 26 ft. to 60 ft. long, 7 ft. 
to 124 ft. high; 814 ft. to 11 ft. wide, 
and with capacities up to 120 tons. 

Operation is so simple, automatic 
and fool-proof, that unskilled labor 
can perform it readily; it is com- 
pletely under control at all times, 


and can be stopped instantly at 
any point of cycle. 

The standard 50 ft. dumper is a 
paying investment where the un- 
loading requirements do not exceed 
15 to 20 cars a day, and of course 
the savings are greater where 
more cars are handled. It is readily 
adaptable to existing or new plants. 

Send for folder No. 1004. Address Link- 
Belt Company, Chicago, Indianapolis, 
Philadelphia, Atlanta, San Francisco, 


Toronto. Offices in principal cities. 
7061 


INK-BELT 


ROTARY RAILROAD CAR DUMPER 
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Modern principles 
of valuing industrial properties 
and how to apply them 


This book presents the basic principles underlying the valuation of industrial properties 
with illustrations of their application to specific valuations. The book includes , 
synopsis of all the controlling United States Supreme Court decisions affecting the 
practice of valuation, and the development of an entirely new principle of depreciation, 


ENGINEERING VALUATION 


by ANSON MARSTON 
Senior Dean of Engineering, Iowa State College 


and THOMAS R. AGG 
Dean of Engineering, Iowa State College 


655 pages, 6 x 9, illustrated, $6.00 


Practicing engineers and appraisers will find this comprehensive, up-to-date treatise 
embodies the results of the widely known valuation research carried on for 16 yean 
at the Iowa Engineering Experiment Station. They will find that it embodies alw 
the many court decisions since 1919 which have established and clarified fundamental 
valuation law. ‘The book presents in practical form the results of work that ha 
done much toward putting the mortality characteristics of industrial property on 4 
sound, scientific, actuarial basis. 


Special features of this book: 


—— the condition—per cent tables 
the methods of using mortality curves as aids in forecasting the probable servic 
lives of industrial-property units 
——the methods for estimating and accounting for actual depreciation 
—— the detailed analyses of 68 court decisions on valuation 
—— the tables of approved or implied allowances in valuation decisions for overhead 
costs, preliminary-expense value, going value, and working capital. 





Order from 


PUBLIC UTILITIES REPORTS, INC. 
1038 Munsey Bldg., Washington, D. C. 





Perforr 


reer — 
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Performance is what counts . . . perform- 
ce under actual working conditions—in 


pur office—with your own operators! Make 


e DESK TEST! Know first-hand the su- 
riorities of an Easy-Writing Royal—see the 
er-perfect typing it does, the smooth, 
Hortless way this famous typewriter per- 
rms! Let it prove to your satisfaction that 
pyal is World's No. | Typewriter—and why! 


© 1937 Royal Typewriter Company, Inc. 





There’s only one 


way to buy 
a typewriter! 


Give it= 


ROYAL TYPEWRITER COMPANY, Ine. 
Department WPU-1014. 2 Park Avenue, 


—_ deliver Writin te 
\o-day FREE te DESK Test. ne font § 
done without ebligation if a 





1=TYPEWRITER! 
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INTE 


If your customers are J = aw Mode 
ever kept waiting... be 1 coute 


If your customer con- 9 
y the 


tact departments are ‘ pe TracTor 
4 Be powertu 


subject to seasonal vt a the fan 
or periodic conges- > a 


brakes, 


tion... If your bad os! 
debt losses are higher So 
than they should be .. 


YOU SHOULD HAVE THIS BOOK! 


® It tells how the elapsed time for individual customer transact 
in the offices of a public utility company can be (and has been) red 
from 10 minutes to 45 seconds each .. . It tells how new ace 
can be opened, excess charge complaints adjusted—credit ratings, 
tomer histories, amounts of deposits ascertained with remar 
speed ... It describes a new method for the centralization of i 
mation and practically instantaneous voice contact between de 
ments ... It deals not with theory but with fact—telling of su 

ing results achieved by firms such as Kansas City Power and Light 
New York Edison Co., Public Service of N. J., etc. 





prea eb. You should read “Better and More P 

OTe Puth Aven N-Y-Ol NS able Public Relations.” It will be sew 

o meng Fina Bo cone of, “Deter and request without charge or obligatin 

ib Peas bent venieie a interested public utility executives. V 
‘phone or use coupon. 


DICTOGRAPH PRODUCTS CO., 


580 Fifth Avenue, New York, N. i 
Manufacturers of Precision Hquipmen 
Since 1902 





© 1937, Dictograph Prod. Co., Inc. 
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When You Need Tractors, Depend on the 
World's Largest Tractor Manufacturer 


INTERNATIONAL 
Model T-20 TracTracTor 


Crawler tractor power at re- 
markably low cost is provided 
by the International T-20 Trac- 
Tractor. Combined with its 
powerful, fuel-saving engine is 
the famous TracTracTor design 
which provides unusual accessi- 
bility to steering clutches and 
brakes, and all other working 
parts. The Model T-20 is read- 
ily adapted to a wide variety 
of public-utility jobs, either 
working alone or in combination 
with equipment built around it. 
At the right it is shown equipped 
with a winch stringing wires. 


en industrial tractors—five wheel and 
ve crawler types (gasoline and Diesel) 
—are made by International Harvester, 
world's largest tractor builder. What- 
ever your tractor needs, you will find 
a type and size in the famous Interna- 
ional line that exactly fills the bill. A 
ide variety of equipment built around 
hese tractors further increases their 


sefulness. 


International Industrial Tractors have 


made a place for themselves in public- 
utility work by their efficiency and 
economy. They can save money on 
both construction and maintenance— 
they are demonstrating this day after 
day in all sections. 


Investigate this useful, low-cost pow- 
er for your own company. Our nearby 
industrial power dealer or Company- 
owned branch will give you facts and 
figures. Write for catalogs on the In- 
ternational Industrial Tractor line. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 


180 No. Michigan Ave. 


Chicago, Iilinols 


INTERNATIONAL HARVESTER 
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Years ago our old name — American 

Steam Pump Company — was entirely 

— a 7. E~} appropriate, for then we made steam 
Sia as 

~ > But now we also build centrifugal 

—— pumps, turbine pumps and power 


CENTRIFUGAL PUMPS . . Split . 
and solid case types. pumps for many services. 





And so to better associate our Com- 
pany name with our long established 
trade name — American-Marsh — by 
which most of our equipment is known, 
we have recently changed our Com- 


pany name to that used in the signa- 


STEAM PUMPS . . Simplex and 
Duplex types in all practical sizes. ture below. 





However, there has been no change 
in financial structure . . . no change in 
management... no change in quality 
standards maintained for more than 60 
years ...no change in address. 


TURBINE PUMPS . . Only one May we be favored with your next 
wearing part, a perfectly balanced pumping inquiry? 


impeller. 


AMERICAN-MARSH PUMPS, INC. 


Centrifugal, Turbine, Steam, and Power Pumps 


BATTLE CREEK ... . MICHIGAN 
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This shows why Connelly Iron Sponge lasts longer, 
purifies better, and “‘goes farther.” Note how ordi- 
nary wood shavings pack down under the man at the 
left. At the right is the patented wood filler used in 
Iron Sponge, which stands up under the weight. That’s 
why Iron Sponge maintains the bed porosity and cuts 
down pressure loss through the box. It pays to fill 
your boxes “for keeps” with Connelly Iron Sponge. 


CONNELLY 


CHICAGO, ILL. New England Representative: T. 





It's Time to refill your Purification Boxes 


ve 
. 


SPONGE 





Of course you will want to use this superior a] 
purification material . . . made under controlled 
methods to insure a uniform mixture of Connelly 
selected wood filler with the highly active, hydrated, 
alkalized iron oxide that gives increased capacity, 
rapid rejuvenation after fouling, and fewer re- 
newals. Ask for Bulletin No. 100-B-1, 


IRON SPONGE AND 
GOVERNOR COMPANY 


H. Piser, Wellesicy Hills, Mass. . ELIZABETH, N.. J. 











STOPPERS 


All Types 
PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 
Bagse—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 


SAFETY GAS MAIN STOPPER CO. 


523 Atlantic Avenue 
Brooklyn, New York 
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| CAPITAL VALUE. UNIMPAIRED 





€ HE life and the service of Trident and 
Lambert Water Meters are protected 

by the fact that NEW Interchangeable 
Parts make OLD Trident and Lamberts 
NEW. Yet this is only one advantage of 
these Quality meters. A type for every 
service. Over 6 million made and sold 
the world over. Neptune Meter Com- 
pany (Thomson Meter Corp.,) 50 West 
50th Street, (Rockefeller Center), New 
York City. Neptune Meters, Ltd., 345 
Sorauren Avenue, Toronto, Ontario, 


Canada. 


This Neptune Meter Casing 

(cut away) is 38 years old. : 
The parts are modern. Both 

Frost-Proof and Split-Case 4 


types are protected by Inter- 
and LAMBERT WATER METERS 


changeable Parts. 
THE WORLD HAS BOUGHT OVER 6 MILLION 


nea 
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A New Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


Public utilities are welcoming this revolution- 
ary larger-capacity foam equipment for flam- 
mable liquid fires. 


The specially designed PHOMAIRE Play 
Pipe connects to your hose line (34" to 21/2"). 
When the water is turned on, PHOMAIDE, 
anew foam-making solution carried in a Hip 
Pack, and air are automatically drawn into the 
water stream in the proper proportions to 
form foam. 


There are no complicated preliminaries, no 
confusing adjustments, no moving parts. And 
only one man is required at the Play Pipe. 


Less than 20 gallons of water at a pressure of 
75 pounds or more are required per minute. 
This is the only efficient foam unit available 
for small lines. One gallon of Phomaide 
Solution makes 350 gallons of foam. 300 to 
400 gallons per minute may be continuously 
produced by merely pouring additional solu- 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask for 
descriptive literature, prices and a demonstra- 
tion of the Phomaire Unit illustrated at the 
left. Don't wait! Mail your request now. 


Get the Latest Foam Equipment 


SOLUTION 


developed, made and sold ree 


pangs Manufacturi 
NEWARK gd 
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Business R\ieceso 


isalsoa MUST7 


HE heftiest problem that 
harries the thoughtful 
American business man 
is the responsibility to be suc- 


cessful. 


If he fails in that basic duty 
everything else in the busi- 
mess picture becomes aca- 
demic detail. 


You can’t blink the fact—his 
success is a “must” for your 
sake, as well as his own. 


Why? Because only a busi- 
ness that takes in more than 
it pays out can hope to keep 
going and meet payrolls. 


And only a going business 
can support the flock of other 
businesses that depend on it 
for orders to keep their men 
and machines going. 


Finally, only a successful busi- 

ness has the surplus money it 

takes to work out improve- 

ments in products and values which insure 
future jobs. 


Daurin depression, only those companies 
fortified by success are able to carry em- 
ployes by dipping into reserves bxilt up 
during prosperous times. 


The extent to which American private enter- 
prise did dip into reserves during 1930-34— 
totals by latest estimate some $26,600,- 
000,000. 


That’s the amount paid out, over and above 
income, to keep plants going and men at 
work. 


In other words, industry voluntarily con- 
tributed more than twice what the Government 
spent for “priming the pump’’—not to mention 
the fact that business earned its money, 
whereas Government money comes from 
borrowing and taxes. 


This shows in cold-turkey figures why busi- 
mess success is a “‘must.” 

So also does the illuminating fact that 
40,000,000 stockholders and their depend- 
ents have a stake in and directly benefit from 
ownership in American business. 


All of these people—all the millions of 
gainfully employed—all Americans including 


yourself, no matter where you live, what your 

or how you do it—have not merely a 
casual but an acute meal-time interest in ~ 
seeing business in this country go ahead! 


Business Raises Living Standards 


Only 35 © there was but one insur- 
ance policy- nha der to ten, people—today, 
every other person in America has a life in- 
surance policy. 


There were only 1000 radios in 1920—in 
1935, the number of families with radios 
was 22,869,000. 


In 1913, there was one bathtub to ten people 
in American towns and citie: fteen years 
later there was one to every five people. 


Thus have people enjoyed an increasing 
abundance of things in America, a business 
nation. 





This advertisement is published by 


NATION’S BUSINESS 


devoted to interpreting business to itself, 

and a about a erstanding of the in 
cate relations of government and business. The facts — 
published her here are indicative of its es spice contents. ~ 
for copyto NATION’S BUSINESS, ~ 
WASHINGT( IN, D. C. 
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FOR THE TOUGHEST KIND 
OF HAMMER WORK .... 





Drill—dig—Drive—cut or 
tamp with a BARCO Portable 
Gasoline Hammer. You will be 
surprised at the savings made 
and which soon liquidate the 
investment. 

For additional information 


send for catalog. 


20° bel 100° in the shad BARCO 

elow zero or in the shade 

BARCO inegee take their work MANUFACTURING co. 

in stride . . . their power is not - a 
retarded by temperature. 1803 W. Winnemac Avenue, Chicago, iil. 


BARCO,.” cxscus 
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Y TOMORROW WILL BE BETTER THAN TODAY 


DETTER transformers .... better 
J regulators ... . better switchgear, 
ble, and meters —all because the 
pineer is applying today’s knowl- 
pe to the never-ending task of 
eting tomorrow's needs. 


der his hand take shape the power 
nt and the substation of the future. 
¢ cost of generation, transmission, 
d distribution will thus continue 
wnward. And your services will be 
At much nearer to your ideal of 
pplying all the kilowatt-hours de- 
ed to all those who desire them, 
i at the least possible cost. 


GENERAL 


How is this progress made possible? 
Through the everyday purchases that 
you make from those manufacturers 
who have the experience, the facilities, 
and thevision so essential in thiswork. 


You may therefore find satisfaction in 
this thought: ‘“‘Many of my present- 
day savings—efficiencies and econo- 
mies—were made possible by my 
purchases of G-E apparatus only a few 
years ago. Today, in the same way, 
future reductions in my operating 
costs and ever greater reliability of 
service are an integral part of every 
purchase I make from General 
Electric.”’ 


ELECTRIC 


96-424B 
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CONSTRUCTION 
OPERATING COSTS 


CHICAGO PHILADELPHIA 


«a Ford, Bacon & Davis, nc. 


Engineers 
VALUATIONS & REPORTS 


NEW YORE DALLAS 








CHICAGO 


SANDERSON & PORTER 


ENGINEERS 


VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


NEW YORK 


SAN FRANCISCO 








NEW YORK, N. Y. 


NEW ORLEANS, LA. 


MARK WOLFF 
Public Utility Consultant 


Investigations, Rate Studies, Valuations, Reports, Expert Testimony 
Corporate Reorganizations 


CHICAGO, ILL. 








BLACK & VEATCH 


CONSULTING ENGINEERS 
Appraisals, investigations and reports, 
design and supervision of construction 

of Public Utility Properties 
4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA AND NEW YORK 
PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 
Aagetings « Inv ene ~ Reports 


inquiri = Bay capital 
rate inguin, “depreciation ES , 








EDWARD J. CHENEY 
ENGINEER 


Pablic Utility Problems 


61 BROADWAY NEW YORK 


ROBERT S. RAINS & CO. 
Special Consultants 
Accounting, Taxes and Engineering 
ee = | a Weskingen, 0. c. 





8. RAINS 
Former Bpectai Consultant 
Federal Communications Commission 








© This page is reserved for engineers and en- 
gineering concerns especially equipped by ex- 
perience and trained personnel to serve utilities 
in all matters relating to rate questions, ap- 
Praisals, valuations, special reports, investiga- 
tions, design and construction. « « 











SPOONER & MERRILL, INC. 


Consulting Engineers 


Design—Supervision of Construction 
~-Reports —- Examinations -Valuations 
20 North Wacker Drive Chieage, Ill. 
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' CUT COSTS. 
4 gded E 


WITHOUT 
pO WRN ae CUTTING - 
CORNE RS | 


@ Facts and Figures profit a B 
in ratio to their usability, to the 
bility and accessibility. Your bi 
like every other commercial, ing 
or professional enterprise, thrives 
daily diet of questions and answ 

can cut costs if facts and figures # 
swiftly and smoothly through ou 
tive records. 








Cut costs without cutting corn 
stalling Postindex Visible Filing Equipment. No other visible filing equipment of 
as many distinct advantages as Postindex. Beginning with the patented, self-align 
trunnion, wire card holder, a Postindex feature, Postindex offers: (1) Four ides 
write on, thus doubling the capacity and utility of the single record form; (2) 
form is its own holder; (3) offset signalling; (4) faster posting; (5) four typ 
files to suit the use requirement of your business. 

Sample forms for any record purpose will be sent 
on request together with a complete catalog of 
Postindex Visible Filing Equipment. 


POSTINDEX COMPANY ‘ 
JAMESTOWN, N. Y. Cabinet 


A DIVISION OF 
ART METAL 
CONSTRUCTION CO. 


Sostindex 
Visible files 
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Rapid Stack 
Model 
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If this ever 
Breaks or Distorts 
we will replace it Free 





THE RIDGE TOOL CO. 
ELYRIA.O. 


It Practically 


STOPS WRENCH 
NOW ALL REPAIRS 


ALLOY That RIGID housing guarantee saves you 
at least 75% of your wrench repairs and hav- 
ing wrenches out of commission—a valuable 
economy. 

But the RIAID gives you also tremendous 
strength because it’s all-alloy now with alloy 
handle and chrome molybdenum jaws, heel 
jaw replaceable, hook jaw full-floating and 
made with handy pipe scale. Adjusting nut 
spins easily in every size, 6” to 60”. 
Altogether, a wrench with satisfactions you 
can’t find in any other. 


Ask your jobber. 


You ought to have this RIRRID 
Compound Leverage Wrench in 
every kit. 


Makes one man as strong 
as 6—pays for itself in 
salvaged fittings on the 
first tear-down job. 


THE RIDGE TOOL CO., ELYRIA, OHIO, U. S. A. 
~ LCS PIPE TOOL 
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6 Years Building Steet Bodi 


acting hydraulic brakes in the low-pn 


XPERTLY GUIDING a, pencil- point, of 
flame ... hot enough to*make t 
steel flow like soup ... this skilled worker 


is welding a’ big Piymauth body into ‘a’ 


single, rigid, all-steel unit. 

It’s bridged, trussed, braced, against 
every strain...and it puts solid steel over, 
under and around you. 

You hear a great deal about steel bodies 
today. But you didn’t 6 years ago. And 
yet... away back then (in the 1931 Plym: 
outh), we started building. the famous 
“Safety-Steel” body. 

In 1928... Plymouth introducéd double- 


TUNE IN MAJOR BOWES’ AMATEUR HOUR 


SOR, 


field . ».in 1937, Floating Power eng 
mountiigs: Years ago, Plymouth pione 
ed: balanced weight .... Calibrated Ig 
tion... a front-end stabilizer. 
Pioneering . .. giving you the improy 
ments first. It’s the big thing that’s m 
Plymouth “the car that stands up be 
PLYMOUTH DIVISION OF CHRYSLER 
PORATION, Detroit, Michigan. 


Y TO. BUY —The Commercia Cre 

y has made available exception 

lov onthly payment terms, throug) 
Dod, De Soto or Chrysler dealer. Pe: 


1 Network, Thursiiays, 9 to 10'p. mt Es 


PLYMOUTH BUILDS GREAT CAI 
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